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'COMPANY PROFILE

(1) General Information

Name of Company m Chinese:
IHEESEABRAERAT

Name of Company in English:
Jiangsu Expressway Company Limited

Registered Address of the Company in Chinese:
REARAMNBIFEERTAKE 6O IHRRBRNE

Registered Address of the Company in English:
Jiangsu Communication Building, 89 Shigu Road, Nanjing, Jiangsu, PRC

Office Address in Chinese: ‘
REARRMBIHREAEAATE IR IHTERE

Office Address in English:
Jiangsu Communication Building, 69 Shigu Road, Nanjing, Jiangsu, PRC

Pestal Code of Registered Address:
210004

Postal Code of Office Address:
210004

Telephone: ‘
025-4200999 ext.4706/4716

Fax:
025—4466643(4207788
E-mail Address:
bgs@jsexpressway.com

Website:
L www.jsexpressway.com

Legal Representative:
shen Chang Quan




First Registration Date:
1st August 1992

Place of Registration:
Nanjing, Jiangsu

Registration Number of Business Corporations License:
3200001100976

Tax Registration Number:
320003134762764

Secretary to the Board of Directors (PRC):
Yao Yong Jia

Mobile Phone of Secretary to the Board of Directors:
13901590193

Telephone of Secretary to the Board of Directors:
025-4469332

Fax of Secretary to the Board of Directors:
025-4466643

Secretary to the Board of Directors (Hong Kong):
Lam Che Wah

Telephone:
00852-2507 9712

Fax:
00852-2810 0664




(If) Stock Exchanges on which shares of the Company are listed and stock

codes

Stock Exchanges on which shares of the Company are listed:
Shanghai Stock Exchange (A Shares)
The Stock Exchange of Hong Kong Limited (H Shares)

Stock Code of A Shares:
600377

Stock Name of A Shares:

Stock Code of H Shares:
0177

Stock Name of H Shares:
Jiangsu Expressway

(H1) Custodian for the Company's Unlisted Shares

Shanghai Securities Central Clearing and Registration Corporation

727 Pujian Road, Pudong New District, Shanghai
(IV) Corporate Information Enquiry

Website Publishing the Annual Report:
Www.sse.com.cn

Annual Report available at:

Shanghai Stock Exchange, 528 Pudong South Road, Shanghai
HKSCC Registrars Limited, 2nd Floor, Vicwood Plaza, 198 Des Voeux Road Central, Hong Kong
- Company Head office, Jiangsu Communications Building, 69 Shigu Road, Nanjing, the PRC

Newspapers designated for disclosure of Company information:

China Securities Daily, Shanghai Securities Daily, South China Morning Post, Hong Kong Economic Times

(V) 'Lead Underwriter for A shares

Hua Tai Securities Co,, Ltd. (ERBHERETLF])
Hua Tai Securities Building, 90 Zhongshan East Road, Nanjing




: (Vl) Auditors

Auditor (PRC):
Arthur Andersen ® Hua-Qiang Certified Public Accountants
11/F China World Tower, 1 Jianguomenwai Avenue, Beijing

Auditor (Hong Kong):
Arthur Andersen & Co (Hong Kong)
21st Floor, Edinburgh Tower, The Landmark, 15 Queen's Road Central, Hong Kong

(VIl) Legal Advisors

Legal Advisor {PRC}:
Jiangsu New Century Tongren Law Office
5th Floor, 26 Beijing West Road, Nanjing

Legal Advisor (Hong Kong):
Richards Butler
20th Floor, Alexandra House, 16-20 Chater Road, Hong Kong

(VII1} Share Registrar and Transfer Office

PRC:
Shanghai Securities Central Clearing and Registration Corporation, 727 Pujian Road, Pudong New
District, Shanghai

Overseas:
HKSCC Registrars Limited, 2nd Floor, Vicwood Plaza, 199 Des Voeux Road Central, Hong Kong




(IX) Company Profile

Jiangsu Expressway Company Limited (the
"Company”} was incorporated as a joint stock
limited company on: 1st August 1992 in Jiangsu
Province of the People’s Republic of China (the
"PRC"). The Company is principally engaged in the
investment, construétion, operation and
management of the Jiangsu section of Shanghai-
Nanjing Expressway ("Shanghai-Nanjing
Expressway') and related toll expressways within
the Jiangsu Province. It also provides passenger
transport and other ancillary services along these
expressways (including fuelling, catering, shopping,
car repair, advertising and accommodation). The
Company is the only:listed company of Jiangsu's
transportation and infrastructure projects. On 27th
June 1997, the Company's H shares became listed
on the Stock Exchange of Hong Kong Limited. On
16th January 2001, the Company's A shares became
listed on Shanghai Stock Exchange.

The Company and Huajian Transportation Economic
Development Centre jointly established Jiangsu
Xicheng Expressway Co., Ltd. ("Xicheng Co.") and
Jiangsu Guangjng Expressway Co., Ltd. ("Guangjng

Co.") in 1997. Jiangsu Xicheng and Jiangsu
Guangijng were principally engaged in the
contruction and management of Guangjing
Expressway and Xicheng Exprssway, respectively.
Both expressways were completed and opened to
traffic in September 1999. The Company, Jiangsu
Xicheng and Jiangsu Xicheng are collectively
refered as the Group.

The Company owns the land use right, title to road
assets and operating right of Shanghai-Nanjing
Expressway for a term of 30 years, land use right
and operating right of the Jiangsu Section of
Nanjing Shanghai Class 2 Highway {"Nanjing-
Shanghai Class 2 Highway") for a term of 15 years,
toll coliecting right of the Nanjing section of the
Nanjing-Lianyungang Expressway {"Nanjing Section
of Nanjing-Lianyungang Expressway"), for a term of
30 years 85% interest in each of the Guangjing Co.
and Xicheng Co,, 33.2% interest in Jiangsu Kuailu
Express Bus Co,, Lid. {the "Kuailu Co."), and 49%
interest in Yixing Yicao Expressway Co., Ltd. ("Yicao
Co."), 17.83% interest in Jiangsu Yangtze Bridge Co,,
Ltd. ("Yangtze Bridge Company”).

The Company

The highways which are operated by the Group are
located in the Yangtze Delta region, which is the
most economically déveloped and one of the .
fastest-growing areas in the PRC. The Shanghai-
Nanjing Expressway, the Company’s main operating
asset is a trunk highway south of the Yangtze River.
The newly-constructed Jiangyin-Yangtze Bridge,

Guangjing Expressway and Xicheng Expressway are
part of the trunk road of the Tongjiang-Sanya,
Beijing-Shanghai National Highway, and are the key
passages connecting the north and the south of
Jiangsu Province. There is still considerable potential
for expansion in the traffic volume of these
expressways, which will enhance a sustained
profitability of the Company.
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FINANCIAL HIGHLIGHTS

(1) According to International Accounting Standards

(RMB'000) 2000 1999 1998
{Note 1)

For the year ended 31st December:

Revenue, net (Note 2) 1,542,952 1,233,924 1052975
Profit before taxation and minority interests 824,518 716,468 633,825
Profit after taxation and minority interests 688,306 630,683 566,363
Profit attributable to shareholders [Note 3) 688,306 605,214 533,211
Earnings per share (Note 4) RMB 0.141 RMB 0.129 RMB 0.116
As at 31st December:

Shareholders' equity (Note 5) 12,459,642 11,547,858 11,078,972
Total liabilities {Note 5) 940,466 1,296,469 1,318,721
Total assets 13,400,108 12,844,327 12,397,693

Notes:

1. Guangjing Expressway and Xicheng Expressway
commenced its operation on 28th September
1999. The Grougp's Consolidated Financial Report
of 2000 includes the assets, liabilities and
operating results of the Shanghai-Nanjing 5.
Expressway, Nanjing-Shanghai Class 2 Highway,
Nanjng Section of Nanjing-Lianyungang
Expressway, Xicheng Expressway and Guangjing
Expressway.

2. Net revenue mainly represents toll revenue from
the operation of toll roads, net of tax. It also
includes other incomes such as sales of petrol,
emergency assistance, catering, advertisement and
maintenance service.

3. In accordance with the articles of association of
the Company, the Company distributes dividends
based on the lesser of the undistributed profit on
the statutory accounts prepared in accordance
with the PRC accounting standards and that
reported in the financial statements prepared
under International Accounting Standards ("IAS").
The profit available for distribution to
shareholders as of 31st December 2000 amounted
to approximately RMB 688,306,000.

4. The calculation of basic earnings per share is
based on the net profit for the period attributable
to shareholders of RMB 688,306,000 (1999:
RMB630,683,000) divided by the weighted

average number of shares outstanding during the
year of 4,891,436,025 shares (1399: 4,887,747,500
shares).

To conform to the treatment in [AS 10 "Events
After the Balance Sheet Date”, the Company now
discloses the dividends declared after the balance
sheet date as subsequent events. Therefore, no
adjustment was made for total liabilities and
equity interest for the year of 1999.




(2) According to PRC Accounting Standards

According to the PRC Accounting Standards, the financial highlights of the Group for the years ended 31st
December are as follow:

(RMB'000) L 2000 1999 1998
Profit before minority interest and tax 828,265 688,356 608,381
Net profit 691,487 604,868 542,775
Profit from principal activities 881,805 754,792 637,863
Profit from other activities 25,783 17,227 14,300
Operating profit 791,170 668,480 605,018
Investment income 34,182 18,221 7,351
Subsidy income ' - - -
Non-operating gain or expenses, net 2,913 1,855 585
Net cash flow from dperating activities 1,004,883 886,982 815,282
Increase (decrease) in cash and

cash equivalents 22,232 (265,012) © (803,327)

Note: There was no ordinary gains or losses in this year.

The year 2000 financial report of the Company was audited by Arthur Andersen ® Hua-Qiang Certified Public
Accountants whose report expressed an unqualified opinion on the financial statements.




(RMB'000)

consolidated profit after
tax and minority interest

(3) The differences between the PRC Accounting Standards and the IAS

The Group has prepared a separate set of statutory accounts in accordance with PRC |oans and financial
regulations (" PRC GAAP"). Difference between PRC GAAP and IAS resulted in differences in the reported
financial statements of the Group which are summarised and explained as follows:

shareholders’ equity

31 December 31 December

1 quarters

2000 1999 2000 1999
As originally reported in
statutory accounts 691,317 605,214 13,343,475 12,491,005
Effect of change in accounting
policy in statutory accounts 170 (346) (433) (603)
As restated in statutory accounts 691,487 604,868 13,343,042 12,490,452
IAS adjustments:
- Reversal of impact of change
in accounting policy under
statutory accounts {603) 346 - 603
- valuation, depreciation and
amortisation of property,
plant and equipment 26,570 25,371 (1,648,882) {1.675,452)
- loss on disposal of staff
(31,866) - {31,8856) —
-deferred taxation 2,718 98 - (2,718)
-dividends proposed in
subsequent period - - 453,397 391,020
As reported in tAS accounts 688,306 630,683 12,115,691 11,203,905



(4) ‘Significant accounting data and financial indicators of the past

three years

According to the PRCLAccounting Standards:

(RMB'000)
2000 1999 1998

income from principal activities 1,381,696 1,138,385 1,013,037
Net profit 691,487 604,868 542775
Total asset 1 15,057,227 14,519,176 14,098,259
Shareholders' equity : 13,343,042 12,490,452 12,276,604
Fully diluted earnings per share RMB 0.137 RMB 0.124 RMB 0.111
Weight average earnings per share RMB 0.142 RMB 0.124 RMB 0.111
After extraordinary gains or losses
Earnings per share: -

Fully diluted RMB 0.137 RMB 0.124 RMB 0.111

Weight average RMB 0.142 RMB 0.124 RMB 0.111
Net asset per share RMB 2.65 RMB 2.56 RMB 2.51
Adjusted net asset per share RMB 2.65 RMB 2.56 RMB 2.51
Net cash flow per share

from operating activities RMB 0.20 RMB 0.18 RMB 0.17
Rate of return on net assets:

Fully dilutea{%) 5.18 484 4.42

Weight average(%) | 5.39 4.81 441




(5) Significant financial indicators of the Group for the past two years

(According to the PRC Accounting Standards)

Rate of return earnings per share
on net assets{%) (RMB/share)
Fully diluted weight average Fully diluted weight average
2000 1939 2000 1999 2000 1999 2000 1939
: Profit from
: Principal activities 6.61 6.06 6.87 6.02 0.175 0.155 0.180 0.155
: Operating profit 5.93 537 6.16 5.33 0.157 0.137 0.162 0137
Net profit 5.18 484 5.3% 481 0137 0.124 0.142 0.124
Net profit after :

extraordinary
gains or losses 5.16 4.85 5.36 481 0.137 0.124 0.141 0.124




SHAREH@?.DERS AND THE CHANGE OF SHARE CAPITAL

Hd s ey

(N

Changes'in Share Capital .

1. Summary of Changes in Share Capital
Unit: Per share

increase (+}

or Decrease -)
Before Additional After  Percentage of
Changes Issues Others Sub-total Changes Shares ()
l Unlisted Shares
1. Promoters' shares including:
Shares held by the State 3,376,134,600 - [594391,000) (594391,000) 2,781,743,600 55.22
Shares held by State-owned
legal persons 3,000,000 - 596471000 596471000 599,471,000 11.90
Shares held by foreign legal persons - - - - - N/A
. Others - - - - - NjA
2 Shares held by social legal persons 286,612,900 - (2080000)  {2080000) 284532900 5.65
3. Shares held by employees - - - - - NJA
4, Preference shares or
others including: transferred
or allatted shares - - - - - N/A
Total Unlisted Shares 3,665,747,500 - - - 3,665747,500 1277
I Listed Shares
. Ordinary shares in RMB - 150,000,000 - 150,000,000 150,000,000 298
2 Foreign shares listed in PRC - - - - - N/A
3 H shares listed overseas 1,222,000,000 - - - 1,222,000,000 24.25
4, Others - - - - - N/A
Total listed shares 1,222,000000 150,000,000 - 150,000,000 1,372,000,000 21.23
I Total 4,887,747500 150,000,000 - 150,000,000 5,037,747,500 100.00

2., Share Issue and Listing
Issue of H Share and Use of Proceeds

- On 31st December 1996, the State Council
Securities Committee issued document
ZhengWeiFa 1996 No. 67, permitting the
Company to be a pre-qualified enterprise to
be listed overseas. On 4th June 1397, the
Company was entitled to issue H Shares
overseas with the permission granted by

document ZhengWeiFa 1997 No. 38 issued by
State Counci! Securities Committee. In the
middle of June 1997, the Company issued
1,222,000,000 H Shares to be listed overseas
at the issue price of HK$3.11 (RMB3.33) per
share and listed on the Stock Exchange of
Hong Kong Limited on 27th June 1997.
Through the H Share Issue, the Company
raised approximately RMB4,063,000,000 with
proceeds (net of expenses) amounted to RMB
3,926,000,000.




As at 31st December 2000, the proceeds from
the H Share Issue were utilised as set out in
the prospectus in the following manners:

(a) RMB1,345,786,000 was used in the
acquisition of the land use rights and
the operating rights of Nanjing-
Shanghai Class 2 Highway for a term of
15 years;

(o) RMB601,855,000 and
RMB1,398,016,000 were used, based on
the construction progress, for the
investment in and construction of
Guangjing Expressway and Xicheng
Expressway respectively, in each of
which the Company holds an 85%
interest;

() RMB 93,888,000 was used in the
construction and upgrading of the
surveillance and control,
communication and toll systems for
Shanghai-Nanjing Expressway;

(d)  RMB250,000,000 was used for the
repayment of loans; and

(e)  The balance of approximately
RMB236,455,000 was deposited in
commercial banks in the PRC as liability
reserves of Guangjing Expressway and
Xicheng Expressway and as a remedial
works reserve for the surveillance and
control, communication and toll
systems of Shanghai-Nanjing
Expressway.

lssue of A Shares and Use of Proceeds

In accordance with the Notice on Approving
Jiangsu Expressway Company Limited for
Public Offer of Shares, ZhenglianFaXing Zi
2000 No.177 issued by China Securities
Regulatory Commission, the Company was
approved to issue 150,000,000 ordinary

shares in RMB (A Shares) to the public at the
issue price of RMB4.20 per share. The issue of
shares was successfully launched on
Shanghai Stock Exchange on 22nd to 23rd
December 2000 by means of online pricing
issue and placing to investors from the
secondary market. Through the issue of A
Shares, the Company raised approximately
RMB 630,000,000 and subsequently the net
proceeds (net of expenses of RMB
15,500,000) amounted to approximately RMB
614,500,000.

As at 31st December 2000, the proceeds from
the A Share Issue were applied as set out in
the prospectus in the following manners:

(a) RMB472,670,218 was used to acquire
381,185,660 shares in Yangtze Bridge
held by Jiangsu Communications
Holding Co., Ltd. ("Communications
Holding"), representing 17.83% of the
equity interest of the Company.

(b)  the bafance will be further used to
acquire no less than 46,263,940 shares
{representing 2.17% of the equity
interest of the company) in Yangtze
Bridge held by Communications
Holding to increase the Company's
shareholding in Yangtze Bridge to more
than 20%. The balance is now
deposited in commercial banks in
China.

{3)  Changes in Capital Structure

Following the Company's issue of
150,000,000 Ordinary shares in RMB (A
Shares) to the public on Shanghai Stock
Exchange on 22nd to 23rd December 2000 by
means of online pricing issue and placing to
investors from the secondary market, the
total share capital of the Company was
increased from 4,887,747,500 shares to
5,037,747,500 shares.




(I} Profile of Shareholders

1. - Number of Shareholders as at the End of
the Reporting Period

As at 31st December 2000, the shareholders whose
names were listed in the share register totaled
124,617, including:

Number of Shareholders of A Shares: 121,554
Number of Social Legal

Person Shareholders: 1,206
Number of Shareholders of H Shares: 1,857

2. Alteration of Shareholdings of the Major
Shareholders’

According to the documents issued by the Ministry
of Finance, CaiGuan Zi 1999 No. 156, "Reply on the
Holding and Management by Huajian
Transportation Economic and Development Center
of State-owned Equity Interest of Listed Highway
Companies” and by the Ministry of
Communications, JiaoCaifa 1999 No. 366, "Notice
on Forwarding the Reply on the Holding and
Management by Huajtian Transportation Economic
and Development Center of State-owned Equity
Interest of Listed Highway Companies”, the holding
company of the Company has signed the
“Agreement on the Alteration of State-owned
Equity [nterest” on 22nd November, 2000, by which

Ten Largest Shareholders of the Company

597,471,000 shares of state shares held by
Communications Holding on behalf of the Ministry
of Communications were altered into state-owned
legal person shares and to be held by Huajian
Transportation Economic and Development Centre.

Following the bankruptey of Jiangsin Provincial
Automobile Transportation Company (“JPATC), one
of the promoters of the Company, 1,000,000 state-
owned legal person shares and 30,000 social legal
person shares of the Company held by Jiangsin
Provincial Automabile Transportation Company
("JPATC") were transferred to Communications
Holding. During the same period, Communications
Holding also received 2,050,000 social legal person
shares from social legal persons.

As at 31st December 2000, the shares held by
Communications Holding were reduced from
3,376,134.600 shares to 2,781,743,600 shares,
representing 55.22% of the total share capital of
the Company.

Huajian Transportation Economic and Development
Center held 537,471,000 state-owned legal person
shares of the Company, representing 11.86% of the
total share capital of the Company, and became the
second largest sharehoider of the Company.

Increase/
Number of Shares ~ Percentage of Decrease in
at the End of Total Share  Shares at the End
Shareholders Category of Shares the Period Capital (%) of the Period
Jiangsu Communications
Holding Co,, Ltd. State Shares 2,781,743,600 55.22 (594,391,000
Huajian Transportation Economic State-owned Legal Person Shares 597,471,000 11.86 597,471,000
and Development Centre
The Capital Group Companies, Inc H Shares 212,212,000 4.21 85,698,000
Real Cheer Ltd. H Shares 152,463,500 303
ZEERERLT ' Social Legal Person Shares 16,660,000 033
BRERBEERNERAT - Social Legal Person Shares 14,450,000 0.29
Winner Glory Development Ltd H Shares 12,000,000 0.24
IHBHRETEAQR Social Legal Person Shares 9,020,000 0.18
EILTTHRERAT Social Legal Person Shares 7,500,000 0.15
Soeial Legal Person Shares 6,200,000 0.12
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3.  Major Shareholders of the Company

As at 31st December 2000, the shareholdings of more than 10% of the share capital of the Company were as

follows:

Shareholders

Percentage of
Number of Shares  Total Shares (%)

Jiangsu Communications Holding Co., Ltd.

2,781,743,600 55.22

Huajian Transportation Economic and Development Centre 597,471,000 11.86

(1) Pursuant to document SuZhengFu 2000
No.132, Approval by Provincial Government
on Establishment of Jiangsu Communications
Holding Co,, Ltd., the holding company of the
Company (Jiangsu Communications
Investment Corp.] was transformed as Jiangsu
Communications Holding Co,, Ltd. on 15th
September 2000.

The holding company was incorporated with
the capital from the provincial government.
The authorised holding company is an
operating unit of investment nature with
state-owned assets and an investment entity,
whose legal representative is Shen Chang
Quan. To such extent as authorized by the
provincial government, the Company is
engaged in operation and management of
state-owned assets; investment, construction,
operation and management of
communications infrastructures,
transportation and relevant industries;
industrial investment and domestic trade
[Operation items under special prescriptions
by the state subject to particular approval).

{2)  Huajian Transportation Economic and
Development Centre was incorporated on
December 18, 1993 asa R B FIR %
(State-owned enterprise) representative is
Zhu Yao Ting, with core businesses in overall
development and contractual construction of
roads, docks, ports and channels; research
and development and marketing of new
technologies, new products and new

materials related to communication

infrastructures: and non-core businesses as in

the distribution of construction materials,
electromechanical equipment, automotives
{cars excluded) and parts, hardware and
appliances and articles of daily use;
consultancy of financial information;
manpower training.

4. Interests held by the Company's Directors
and Supervisors

As at 31st December 2000, none of the directors,
supervisors, senior management and their
respective associates had any beneficial interests in
the Company’s issued share capital or any of its
associated corporations, which are required to be
recorded on the register required to be kept under
Section 29 of the Securities (Disclosure of Interest)
Ordinance.

At no time during the year was the Company or its
associated corporations a party to any arrangement
to enable the directors, supervisors, chief executives
of the Company and their respective associates to
acquire benefits by means of the acquisition of
shares in, or debentures, of the Company or its
associated corporations.

5. Purchase, Sale and Repurchase of Shares
of the Company

The Company had not purchased, sold or
repurchased any shares of the Company during the
period from 1st January 2000 to 31st December
2000. |




i SUMMARY OF GENERAL MEETING

1) Annual General Meeting of 1999

On 25th May 2000, Thursday, the Company held the
Annual General Meeting of 1999 ("General
Meeting”) at Jiangsu Communications Building, 69
Shigu Road, Nanjing, Jiangsu, the PRC.

The following resolutions were reviewed and duly
passed as Ordinary Resolutions at the General
Meeting:

1. THAT the annual report of the Board as at
31st December 1999 be approved.

2. - THAT the repért of Supervisory Committee as
at 31st December 1999 be approved.

3. THAT the audited accounts and the auditors’
report for the year ended 31st December,
1999 be approved.

4. THAT approval be given for the re-
appointment of Arthur Andersen  Hua-

. Qiang Certified Public Accountants and
Arthur Andersen as the Company's PRC
auditor and Hong Kong auditor for the year
2000, and that the Board be authorised to
determine the auditors’ fee.

5. . THAT approval be given for the distribution
scheme in respect of its final dividends of the
Company for the year 1399, with the
payment of RMB 0.80 in cash for each ten
shares to shareholders whose names
appeared on the register of shareholders on
25th April 2000.

i

THAT the special resolution made at the sixth
General Meeting on the issue of
1,500,000,000 A shares and the amendment
of the articles of association of the Company
be reviewed and approved(note}; and that
following the successful listing of A shares,
new and existing shareholders be entitled to
all of the accumulated unappropriated
profits.

THAT the third Board of Directors and
Supervisory Committee be elected.

The resolutions of the General Meeting were
published in China Securities Daily, South
China Morning Post and Hong Kong
Economic Times respectively on 26th May
2000.

[Note; Following the successful listing of A
shares, the Company has amended the
relevant provisions of the articles of
association pursuant to the resolution
passed on the general meeting, and
the amendments were approved by
the broad of directors at 11th April
2001))




(I1) The First Extraordinary General Meeting of 2000

On 10th October 2000 {Tuesday), the Company held
the First Extraordinary General Meeting of 2000 at
Jiangsu Communications Building, 69 Shigu Road,
Nanjing, Jiangsu, the PRC.

The following resolutions were reviewed and
approved as Ordinary Resolutions at the First
Extraordinary General Meeting:

THAT the appointment of Mr. Zhang Jun Yuan as
the director of the Company and the signing of
service contract be approved,

The resolutions of the Extraordinary General
Meeting were published in China Securities Daily,
South China Morning Post and Hong Kong
Economic Times respectively on 11th October 2000.

() Election and Replacement of Directors and Supervisors

1. The Company held the General Meeting of
1998 on 25th May 2000. The members of the
Third Board of Directors and Supervisory
Committee were elected by voting by the
existing shareholders.

The Board of Directors consists of: Mr. Xu Hua
Qiang, Mr. Li Da Peng, Mr. Zhang Quan Geng,
Mr. Liu Bu Cun, Ms. Fan Yu Shu, Mr. Yue Jia
Hua, Mr. Wang Zheng Yi, Ms. Xu Yi Qun; and
independent non-executive directors Ms.
Zhang Yong Zhen and Mr. Fang Keng. The
Board elected Mr. Xu Hua Qiang as Chairman
of the Board.

The Supervisory Committee consists of: Mr.
Zhong Zhang Wan, Mr. Jia Da Kang, Mr. Geng
Liu Yu, Mr. Wu Zang Ping, Mr. Xing Guo
Qiang. The Supervisory Committee elected Mr.
Zhong Zhang Wan as Chairman of the
Committee.

2. On 10th October 2000, the Company held the
First Extraordinary General Meeting of 2000,
at which the appointment of Mr. Zhang Jun
Yuan as a Director of the Company was
approved. And the Third session of the Third
Board of Directors Meeting was held to
approve Mr. Xu Hua Qiang's resignation from
the position of Director and Chairman of the
Company due to his retirement. Mr. Zhang
Jun Yuan was efected the Chairman of the
Board of Directors of the Company.
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REPORT OF THE BOARD OF DIRECTORS

(1) Chairm}an's Statement

To: All sharehold'ers

liam pleased to bresent the operating results of the
Company and its subsidiaries (the "Group") for the
year ended 31st December 2000.

For the year ended 31st December 2000, the
operating revenye of the Group amounted to RMB
1,619,637,000. According to PRC Accounting
Standards, the profit after taxation reached RMB
891,487,000 representing an increase of 14.320%
over 1998. According to IAS, the profit after
taxation reached RMB 688,306,000 representing an
increase of 9.14% over 1989.

The Board of Directors of the Company (the
“Board") recommends the payment of a final
dividend of RMB'0.09 per share (including tax) for
the year ended 31st December 2000. The final
dividend is subject to approval by shareholders at
the Annual General Meeting to be held on 8th June
2001 in Nanjing, the PRC and will be paid to
shareholders of the Company.

H share dividendé are calculated in Renminbi and
paid in Hong Kohg dollars at an exchange rate
based on the average closing price of Renminbi
against Hong Kohg dollars quoted by the People's
Bank of China during the week prior to payment of
dividends.

During 2000, the Company has continued to focus
on the enhancement of profitability, quality
highways and services, technological renovation,
and production safety, and focus on toll collection,
road maintenance, and non-core operations, so as
to guarantee fulfillment of its targets as well as
maintenance of the excellent quality of its
highways.

The Guangjing Expressway and the Xicheng
Expressway, invested by the Company and opened
to traffic on 28th September 1999, has seen
gradual growth in the traffic and toll income,
becoming a new hallmark of profitability of the
Company.

By the end of 1999, the Company completed the
acquisition of the Nanjing section of the Nanjing-
Lianyungang Expressway for a consideration of
RMB 448,200,000, whereby the Company was
entitled to an operating right for 30 years starting
from 1st January 2000. Toll income from this
expressway during 2000 was vested in the Company
thus its profit was increased.

In December 2000, the Company has successfully
issued 150,000,000 A shares at Shanghai Stock
Exchange, by which the Company raised a fund of
approximately RMB 630,000,000. The Company also
acquired 17.83% of the shares of Yangtze Bridge

. and became its third largest shareholder. With the
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successful listing of A share, the Company has
become one of the few companies listed both in
Hong Kong and PRC. Consequently, the Company
has access to the capital markets in and out of the
PRC, which forms two financing sources and
provide the Company a support for its future
development. A shares are listed on the Shanghai
Stock Exchange at 16th January 2001.

In the coming years, highway infrastructure will
continue to be priority in the PRC. Given the rapid
economic development of the PRC and the Yangtze
Delta, expressway projects are developing in an
unpreceding rate. Jiangsu Province will invest more
than RMB 20,000,000,000 in expressway projects in
2001. Jiangsu Province will construct 1,200
kilometers of expressways during the Tenth Five-
Year Plan period (2001-2005) and the total distance
of expressway in the province will reach 2,300
kilometers by the end of that period.

Expressway projects will continue to be our core
business. With our solid foundation in the highway
industry of Jiangsu Province, the Company will
capitalise the new opportunities brought by a
steady growth of national macro economy,
continue to acquire or participate in the equity in
communication projects in Jiangsu Province, and
participate in other infrastructure projects and high
quality projects in other professions, so as to
increase the scale and future profitability of the
Company, and increase the competitiveness of the
Company by building up the "Nanjing-Shanghai
Expressway Brandname"

The Company will carry out research on the
communications industry, raise fund from the
capital markets in and out of the PRC and actively
look for investment opportunities that are in line
with the level of investment returns and growth we
expected.

As part of the long-term strategic development of
the Company, we will strengthen our reform,
standardise our operations, establish a
comprehensive modern corporate system, enhance
the legal person administrative structure, gromote
any system innovations, management and
technology, and initialize the reform in labour,
human resources and their allocation systems.

In 2000, the Company has achieved good results.
On behalf of the Board, | would fike to express my
sincere thanks to all our staff and shareholders for
their dedication and full support respectively. | am
confident that the Company will continue to
achieve g better performance in the coming year
and to foster returns for the shareholders.

By Order of the Board

hi

Shen Chang Quan
Chairman

Nanjing, the PRC
12th April 2001



(I1) Report of the Board of Directors

To: All shareholders

The Board of Directors is pleased to present the
report of the Board and the audited financial
statements of the Group for the year ended 31st
December 2000. As the Board of Directors believes,
no information set forth herein is omissive, false or
misleading in any material aspect, and the Board of
Directors is severally and jointly responsible for the
truthfulness, accuracy and completeness thereof,

Financial conditions of the Company

1. Operations and Results

The Group is principally engaged in the investment,
construction, operation and management of the
Shanghai-Nanjing Expressway and other related
expressways in Jiangsu Province, and the
development of passenger transport and other
ancillary services (including fuelling, catering,
shopping, vehicle maintenance, advertising and
accommodation) along the expressways,

(According to the PRC Accounting Standards)

2000 1999 difference
Items (RMB'000) {RMB'000) (%)
Total asset 15,057,227 14,519,176 3.71
Long-term liabilities 234,158 263,661 (11.19)
‘Shareholders' equity 13,343,042 12,490,452 6.83 :
Profit from principal activities 881,805 754,792 16.83 <
Net profit 691,487 604,868 14.32

Major reasons for the movement:

The reasons fof_ the increase in total asset are net
cash flow and gain from operating activities and
the issue of A shares,

Pursuant to the requirements of the Ministry of
Finance, the Company transferred the loss on
.disposal of staff quarters to "Housing fund",
‘resulting in the decrease in the long-term liabilities.

The shareholders' equity increase due to the
increase in share capital, capital reserve and the
undistributed profit from operating activities and
resulting from the issue of A shares.

The consolidated results of the Group for the year
ended 31st December 2000 and the financial
statements of the Company and the Group as at
31st December 2000 prepared in accordance with
ISA are set out in page 51 and 94 of this report
respectively.




2. Distribution of Profit

The Board of Directors recommends the following
profit distribution scheme for the year ended 31st
December 2000.

RMB'000
{According to 1AS)

Profit before tax and minority interest 824,518

Taxation (125,160)
Mingrity interests (11,052)
Profit attributable to shareholders 688,306

Transferred to:
Statutory surplus reserve (69,088)
Statutory public welfare fund (34,544)
Discretionary common reserve -
Valuation surplus tranferred

to unappropriated profit 5518
Distributable profit for the year 590,192
Unappropriated profit brought forward 824,775
Dividend of 1993 (391,020)

Unappropriated profit carried forward 1,023,947
Proposed dividend of 2000 (453,397)
Earnings per share (weight average) RMBOC.141

The Board of Directors submits the aforesaid profit
distribution scheme to the 2000 Annual General
Meeting of shareholders for consideration and
approval. Pursuant to the relevant provisions of the
Ministry of Finance and the Articles of Association of
the Company, the accounting standards of the PRC
and the AS shall both be adopted. Where a difference
in profits arises, the lower of the two shall prevail.

3. Dividends

At its second meeting of Directors held on 14th
August 2000, the Third Board of Directors of the
Company resolved not to recommend payment of
any interim dividends to its shareholders. At its
third meeting held on 11th April 2000, the Seventh
Board of Directors of the Company recommended
payment of a final dividend of RMB 0.09 per share
(including tax) to its shareholders.

Holders of H shares whose names appear on the
register of members of the Company on 8th May
2001 are entitled to receive the final dividends. The
register of members of the Company will be closed
for transfer of H shares from 8th May 2001 to 8th
June, 2001. The method and timing of the dividend
payment and registration of shareholdings in
respect of the holders of A shares will be
announced in due course.

Holders of H share who wish to receive the final
dividends should lodge their transfer with HKSCC
Registrars Limited on 2/F, Vicwood Plaza , 199 Des
Voeux Road Central, Hong Kong, for registration of
share transfer no later than 4.00 pm on 7th May
2001.

The payment of final dividends in respect of A
shares and H shares s subject to the approval of the
2000 Annual General Meeting of shareholders to be
held on 8th June 2001. The date and procedure of
payment of final dividend will be announced in due
course.

b33



Pursuant to the Ar;cicles of Association of the
Company, dividends of the A shares are to be paid
in Renminbi, while that of the H shares be paid in
Hong Kong dollars, the conversion of which will be
based on the average of the closing exchange rates
of Renminbi against Hong Keng dollars as quoted
by the Peaple's Bank of China during the week
immediately preceding 8th June 2001.

It is estimated that the distribution praportion for
the year 2001 is not less than 500 of the
distributable profit pursuant to the dividend
distribution policy of the year, The unappropriated
profit for this year will not be distributed as
dividend for the next year.

7. Subsidiaries and Associates

4. Summary of the Financial Information
(subtract from the auditor report)

The results and total assets of the Company as well
as the shareholders' equity for the two years ended
31st December 2000 and 1999 are set out on page
7 of this report.

5.  Bank loans and other Borrowings

The bank loans and others borrowings of the
Company as at 31st December 2000 are detailed in
notes to the financial statements.

6. Fixed Assets

The changes in the fixed assets during the year are
set out in notes to the financial statements.

As at 31st Becember 2000, details of the subsidiaries and associated companies of the Company are as follows:

Date and Attributable  Registered
Name of company place of equity capital
(status of legal entity) | incorporation interest (RMB '000) Principal activities
Jiangsu Xicheng ExpressWay 16th 8500 600,000 Construction, operation, maintenance and
Co., Ltd. September 1997 toll collection of Xicheng Expressway and
(limited liabilities) The PRC related business of storage yard, passenger
and goods transport and vehicle maintenance
Jiangsu Guangjing Expressway 16th 85% 250,000 Construction, operation, maintenance
(o, Ud. September 1397 and toll coliection of Guangjing Expressway
(limited liabilities) The PRC and related business of storage yard,
passenger and goods transport and vehicle
maintenance
Jiangsu Kuailu Bus 19th 33.2% 150,030 Road transportation, vehicle
Transportation Stock Co., Ltd.  August 1999 maintenance and sales of vehicles {excluding
(joint stock limited fiabilities)  The PRC sedans} and spare parts
Yixing Yicao Highway Co. Ltd. 25th 49% 120,000 Construction and operation of
(limited fiabilities) December 1998 Jiangsu Yixing Yicao Highway
The PRC
Jiangsu Yangtze Bridge Co, Lid.  31st 17.83% 2,137,250 Mainly engaged in the construction,
(joint stock limited liabilities)  December 1992 maintenance and operation of Jiangyin
‘ The PRC Yangtze Bridge and other communication

infrastructures




8. Reserves

The movement in the reserves of the Company is
set out in notes to the financial statements.

Details of the nature, application, movement and

bases of allocation (including the percentage used
and the profit} in respect of the statutory surplus

reserve and the statutory public welfare fund are

set out in notes to the financial statements.

9. Staff Pension Scheme

The Group participates in the central retirement and
pension fund scheme organised by the local
government. According to the scheme, the Group
made an annual contribution representing 20% (in
addition to a 6% contribution by the employees) of
the total annual wages of employees to the
aforesaid retirement and pension fund for the year
2000, out of which the pensions of the Company's
retired workers are paid.

10. Sale of Staff Quarters

In accordance with the "Proposal on Further Reform
of Housing Policy in Urban Areas” of the State and
the “Impfementation Scheme for Staff Quarters of
the Jiangsu Province" of the Jiangsu Provincial
Government, the Company has sold the existing
staff quarters to its employees at a price
determined by the State. As at 31st December 2000,
pursuant to the disclosure requirements of annual
report of the Hong Kong Stock Exchange, the loss
on disposal of staff quarters and unamortised
amount of the valuation surplus in aggregate RMB
31,868,000 have been included in the financial
report of 2000. For the report prepared on the PRC
Accounting Standards, the loss on disposat of staff
quarters RMB 23,628,000 will less the
unappropriated profit at the beginning of the year
in 2001 and classified &s housing working capital
for the year 2000 according to the Document
(Caikual [2001] No.5) of the Ministry of Finance
issued on 7th January 2001.

11.  Pre-emptive Rights

Pursuant to the Articles of the Company and the
laws of the PRC, the Company is not subject to any
pre-emptive rights requiring it to propose new
isslies to its existing shareholders in proportion to
their shareholdings.

12. Deposits

As at 31st December 2000, the Company did not
have any back-to-back deposits with any financial
institutions in the PRC and there were no fixed
deposits that could not be repaid upon maturity.

13. Risk on Borrowing Rate

As at 31st December 2000, total indebtedness of
the Group was RMB 626,723,000, including RMB
580,000,000 made in Renminbi and a loan from
Spanish Government equal to RMB 46,723,000. The
weighted average of the borrowing rate of the
Company was approximately 5.55%, representing a
decrease of 1.29% against that'of the same period
last year.

14. Income Tax

Pursuant to the document Caishui 2000 No.89
issued by the Ministry of Finance in October 2000,
an enterprise shall pay an income tax at a statutory
tax rate of 33% and 18% tax will be refunded
thereafter. The enterprise actually bears 15%
taxation. This favourable policy will remain effective
till 31st December 2001. And pursuant to the
document Caikuai 2000 No.3 issued by the Ministry
of Finance in July 2000, the income tax will be
charged before refund. An enterprise may only set
off the income tax charge of the current period
after the enterprise obtains the tax refund. In 2000,
the Company received a income tax refund of RMB
122,627,000 from the Provincial Finance
Department.



15. Code of Best Practice 2)

The Board of Directors of the Company has not yet
established an audit committee (the "Audit
Committee”) to review and supervise the Company's
financial reporting process and internal controls
pursuant to paragraph 14 of Code of Best Practice
set out in Appendix 14 to the Listing Rules of the
Stock Exchange (the “Code of Best Practice”).
However, the Company's organisation structure has,
in lieu, a Supervisory Committee which carries out
functions similar to that of an Audit Committee,
with the difference being that the Company's
Supervisory Committee comprises five
representatives (one oﬁc whom has to be an
employee of the Company) who must be elected
and removed in the general meeting of the
shareholders. And report to the general meeting of
shareholders instead of the Board of Directors,
whereas an Audit Committee comprises the non-
executive directors of a company. Except for this,
none of the Directors is aware of any information
that would reasonably indicated that the Company 4)
is, or was for any part 'of the period under review,

not in compliance with the Code of Best Practice.

16. Board Meetings During the Reporting
Period

The Company has held 5 board meetings during the
year. The details of the meetings are as follows:

1) The sixteenth méeting of the Second Board of
Directors held on 10th April 2000.

The following métters were reviewed and
épproved at the ‘meeting: the report of the
Board of the Corhpany of 1999; the report of
Supervisory Committee, audited accounts and
auditors' report; the re-appointment of
Arthur Andersen:and Arthur Andersen ¢ Hua-
Qiang Certified Public Accountants as
auditors of the Company; determining the
final dividends distribution scheme of 1999;
the election of new Board of Directors and
Supervisory Committee; expanding the scope
of business of the Company; the entitlement
of all new and existing shareholders to all
accumulated prdfits of the Company after
the issue of A shares.

The first board meeting of the Third Board of
Directors held on 25th May 2000.

The following matters were reviewed and
approved at the meeting: the
appointment of Mr. Xu Hua Qiang as the
Chairman of the Third Board of Directors
of the Company; the appointment of Mr.
Yao Yong Jia and Mr. Lam Che Wah as the
secretaries of the third Board of Directors.

The second meeting of the Third Board of
Directors held on 14th August 2000.

The following matters were reviewed and
approved at the meeting: the proposal of
appointing Mr. Zhang Yun Yuan as the
director of the Company; the interim
results of the Company for six months
ended 30th June 2000; the
announcement of nonpayment of any
interim dividend to shareholders.

The third meeting of the Third Board of
Directors held on 10th October 2000.

The following matters were reviewed and
approved at-the meeting: Mr. Xu Hua
Qiang's resignation to be the Chairman;
the appointment of Mr. Zhang Jun Yuan
as the Chairman of the third Board of
Directors of the Company.




5)  The fourth meeting of the Third Board of
Directors held on 25th December 2000.

The following matters were reviewed and
approved during the meeting: the
appointment of Mr. Chen Xiang Hui as the
General Manager of the Company; the
adjustment to the internal administrative
system of the Company; the preparation and
establishment of Jianjin Modern Road and
Bridge Engineering Co., Ltd; the appointment
of Mr. Zhang Quan Geng as the senior advisor
of the Company.

By Order of the Board

255
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: Shen Chang Quan
Chairman
%: Nanjing, the PRC

12th April 2001
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MANAGEMENT DiSCUSSION AND ANALYSIS

(I} Summary bf Results

Since Shanghai-Nanjing Expressway was open to
the traffic four years ago, the Company has always
been pursuing its management philosophy to
conduct operation inta conservative manner by
employing standardised management procedures
and strict corpcrate governance with a focus on
core businesses while developing ancillary services.
During such periods, the Company transformed
itself from a companil of engineering construction
into a company engaged in operation and
management of expressways, and achieved drastic
progresses as its economic performances climbed
up in successive yearé. The number of vehicles using
the Shanghai-Nanjing Expressway increased from
12,450,000 in the first year of opening to
19,950,000 in 2000, and its business expanded from
management of Shanghai-Nanjing Expressway
alone to operation and management of seven
projects. ‘

[n 2000, the managerﬁent continued to operate the
Company's businesses with economic performance
as the central task by strictly complying with
requirements of the Board and pursuing a uniform
corporate philosophy and definite objectives. The
Company realised an operating revenue of RMB
1,619,637,000 for the year 2000. The revenue net of
tax was approximately RMB 1,542,952,000,
representing an increase of 25.04% over the
previous year. The toll revenue of approximately
RMB 968,312,000 from Shanghai-Nanjing
Expressway accountedifor 53.66% of the total

Mr. Chen Xianghui, General Manager

revenue. The toll revenue of approximately RMB
227,249,000 from Nanjing-Shanghai Class 2
Highway and the revenue from other businesses of
approximately RMB 237,941,000 constituted
approximately 14.03% and 14.69% of the gross
revenue respectively. The toll revenue from Nanjing
Section of Nanjing-Lianyungang Highway,
Guangjing and Xicheng Expressways were
approximately RMB 53,884,000, RMB 56,323,000
and RMB 77,928,000 respectively, representing
approximately 3.33%, 3.480% and 4.81% of the total
revenue respectively. The return on the Company's
investment in Jiangsu Kuaitu Express Bus Co. and
Yicao Highway Co. and on other investments
amounted to approximately RMB 9,305,000, RMB
11,516,800 and RMB 13,359,600 respectively. In
accordance with the accounting standards adopted
in the PRC, the profit after taxation was
approximately RMB 631,487,000, earnings per share
amounting to RMB 0.137; and according to the |AS,
the profit after taxation was approximately RMB
688,306,000, earnings per share amounting to RMB
0.141.

The main reasons for the increase in profit of the
Company during the period are as follows:

(1) Steady growth in traffic volume of Shanghai-
Nanjing Expressway, with the toll revenue
increasing by approximately 10.8% over the
previous year to approximately RMB
966,312,000;

R
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volume;

Guangjing Expressway and Xicheng Expressway performed well in 2000 with high growth rate in traffic

Nanjing Section of Nanjing-Lianyungang Highway, the newly acquired assets, a new profit contributor

to the Company in 2000 with annual toll revenue of RMB 53,884,000 for the same year;

(4)  Good quality of the highways, strict and scientific management, effective control of highway
maintenance expenditure and operational management costs.

Composition of Gross Revenue of the Group in the year of 2000

Financial Cost
2.20%

Taxation on Revenue
4.69%

Other Business Expenses
13.45%

Operation Cost other than
Depreciation and
Amortization

12.74%

Depreciation and Amortization
of Fixed Assets
18.48%

(1) Business Review

1. Core Assets - Shanghai-Nanjing
Expressway

Steady growth in traffic volume, continued increase
in revenue from core businesses

In 2000, the economy of Jiangsu Province
maintained rapid development. Foreign trade at
provincial level also sustained high growth while
social needs underwent full recovery. Compared
with 1999, the gross domestic product ("GDP") of
Jiangsu Province for the year 2000 grew by
approximately 10.6%, imports and exports by 46%
and the turnover for highway freight and passenger
traffic by 6.6% and 7.3% respectively. Sustained
and steady growth in the economy of the PRC and
Jiangsu Province provides favourable

Operation Profit
48.44%

macroeconomic environment for Shanghai-Nanjing
Expressway's two-digit increase in traffic volume
even though it had been put into operation for five
years. In 2000, the aggregate number of vehicles
using the expressway was approximately
19,950,000. The distance weighted average daily
traffic volume of the expressway in 2000 was
18,087 vehicles, representing an increase of
approximately 11.4% over 1998. The aggregate toll
revenue for 2000 was approximately RMB
966,312,000, with a daily toll revenue of RMB
2,640,300, representing an increase of 10.5% over
the previous year. According to an analysis based on
the correlation data set out in the following table,
the average daily toll revenue during the period
from July to December 2000 increased by



i

Continuous Good Performance of
Non-core Businesses

t

In 2000, whilst concentrating on its core business of
toll roads, the Group also continued to expand its
non-core businesses by fully utilising resources
along the highways, diversifying business lines and
strengthening its asséssment of economic
performance, resulting in satisfactory results. At the
end of 2000, the Company established an operation
and development corhpany without separate legal
entity status to undertake exploitation and
expansion of its non-core businesses for better
economic performance. The total revenue from
non-core businesses of the Company in 2000
amounted to approxifnateiy RMB 237,941,000
representing an increase of approximately 49.91%
over the previous year. Out of the total revenue,
emergency service aniounted to approximately RMB
7,038,000, the revenue from petrol sales amounted
to approximately RMB 148,288,000, advertisements
along highways amounted to approximately RMB
11,148,000, catering amounted to approximately
RMB 61,912,000. Other maintenance service
amounted to approxifpately RMB9,555,000.

Setting up a Perfect:Maintenance System for
Maintenance of High Road Quality

The Company has esta'fblished a sound quality
maintenance system, éombing daily maintenance
and maintenance on special projects. The system

2. Other Roads Attached to the Company

Average Daily Traffic Volume Statistics in 2000

focus on maintenance, repair any damages as soon
as possible and reinforce the roads of poorer
quality, ensuring a good condition road rate of
above 95%. With a view to building up a status as
demonstration highway for Nanjing-Shanghai Class
2 Highway, the Company improved the road
condition is some parts of the highway of poorer
condition, ensuring a good condition road rate of
90%. Recently, the Company and the relevant
research institution jointly conduct researches on
road maintenance technology, using new materials
and technigue, so as to improve the maintenance
quality and acquire the necessary technology for
future repair and ensure the expressways are in
good condition during their estimate life.

Strengthening Road Management for Safer and
More Accessible Roads

The Company adopted international state of art
facilities and technology to improve and enhance
toll collection, communication and surveillance
systems, and set up fundamental a three-level
service and maintenance network to lead the
industry in the domestic market. In respect of
communication, & real time telephone inguiry
system for road condition has been installed,
enabling drivers to be informed of the traffic
conditions before starting off, and erasable bili
boards along highways were better exploited to
publicise and refease road safety and traffic
information to ensure traffic safety by managing
and directing vehicles an roads.

vehicles/day

; Nanjing
Nanjing- Section of
Shanghai Nanjing- Jiangyin-
Class 2 Lianyungang Guangjing Xicheng Yangtze
Period Highway  Expressway  Expressway  Expressway Bridge
1st quarter 38,247 10,864 7.288 7,766 12,675
2nd quarter 43,497 11,038 8,688 9,186 14,391
3rd quarter 44,768 10,269 9,845 9,442 1491
4th quarter 42,8971 10,413 10,064 9,448 14,659
Average for the whole year 42357 10,644 8,977 8,963 14,162
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Average Toll Revenue Statistics in 2000

RMB'000/day
Nanjing
Nanjing- Section of
Shanghai Nanjing- Jingyin-
Class 2 Lianyungang Guangjing Xicheng Yangtze
Period Highway  Expressway  Expressway  Expressway Bridge
1st quarter 554.1 149.9 124.4 178.7 401.4
2nd quarter 650.7 151.4 147.7 213.2 465.9
3rd quarter 655.2 140.2 168.8 2302 496.0
4th quarter 623.2 146.5 174.3 229.2 479.2
Average for the whole year 6209 147.2 1563.9 212.9 460.8
Average Annual Increase(%) {4.08) (2.58)

Nanjing-Shanghai Class 2 Highway

In 2000, some improvements were achieved in the
operation of Nanjing-Shanghai Class 2 Highway
after a considerably large-scale maintenance in
1999 which significantly enhanced the road quality,
driving safety and comfort. The average daily traffic
volume for Nanjing-Shanghai Class 2 Highway in
2000 was 42,357 vehicles, representing a drop of
1.29% over the previous vear, a reduction of 3.71%
in the rate of decrease than that of 1999. With the
steady improvement of road network in the
surrounding regions along Nanjing-Shanghai Class
2 Highway and the Company's efforts in the
research and implementation of the open toll
system, the reduction in tol! revenue for Nanjing-
Shanghai Class2 Highway is expected to be under
controlled to some extent.

Nanjing Section of Nanjing-Lianyungang
Highway

At the end of 1999, the Company completed the
acquisition of the toll operating rights of the
Nanjing Section of Nanjing-Lianyungang Highway
for thirty (30) years. The total toll revenue in 2000
for the Highway amounted to approximately RMB
53,880,000, contributing to the growth in the
Company's profit. As a result of the reconstruction
Nanjing-Nantong Highway to broaden the Highway
and the closure of Nanjing Yangtze Second Bridge
for paving, there was a low-level traffic volume on
the Nanjing Section of Nanjing-Lianyungang
Highway in the third quarter of 2000, with changes
in vehicles composition, the aggregate toll revenue
for 2000 decreased by 2.58% as compared with
1999, The traffic volume for the highway has been
gradually recovering after completion of the
projects. As an important rcad section of the cross
river bridge accessing to the northern part of
Jiangsu Province in Nanjing, Nanjing Section of
Nanjing-Lianyungang Highway is estimated to
achieve certain growth in traffic volume upon
completion of Nanjing Yangtze Second Bridge and
its opening to traffic by the end of March 2001.




Guangjing Exp"ressway

Since the opening of Guangjing Expressway to
traffic in September 1999, the traffic volume on the
highway has been continuing to grow rapidly. In
2000, vehicles using Guangjing Expressway
numbered 5.36 million with the distance weighted
average daily traffic volume of 8,977, representing
an increase of 20.1 5% over the previous year, and
the average daily toll revenue amounted to RMB
153,900, representing an increase of 20.53% over
the previous year. In December 2000, the whole
Beijmg-Shanghéi National Trunk Highway opened
to traffic connecting Beijing and Shanghai. As an
integral section of such a major trunkway,
Guangjing Expressway reached RMB 179,200 in
December representing an increase of
approximately 44.28% over the previous year. The
rapid growth of traffic volume on Guangjing
Expressway is expected to continue in 2001,

Xicheng Expressway

Since the opening of Xicheng Expressway to traffic
in September 1999, the traffic volume and toll
revenue of the highway has been graowing. In 2000,
vehicles using Xicheng Expressway numbered 6.94
million with an annual distance weighted average
daily traffic volume of 8,963, and the average daily
toll revenue amounted to RMB 212,900,
representing an increase of approximately 14.53%
over the previous year. In December 2000, the
whole Beijing-Shanghai National Trunk Highway

opened to traffic. As an integral section of such a
major trunkway, the average daily toll revenue of
Xicheng Expressway reached RMB 234,900,
representing a considerable increase of
approximately 31.82% over the previous year. The
considerable increase is expected to continue in
20071,

Jiangyin-Yangtze Bridge

Since the opening of Jiangyin-Yangtze Bridge to
traffic in September 1999, the traffic volume of the
bridge has been steadily increasing. In 2000, the
average daily vehicles using Jiangyin-Yangtze
Bridge numbered 14,162, and the average daily toll
revenue amounted to RMB 460,800, representing
an increase of 1.81% over 1999. After the Beijing-
Shanghai National Trunk Highway was opened to
traffic in December 2000, the traffic volume for
Jiangyin-Yangtze Bridge grew rapidly by
approximately 16.18% over the same period of the
previous year. As “the main traffic artery along
Yangtze River” in east China and an integral part of
Beijing-Shanghai National Trunk Highway, Jiangyin-
Yangtze Bridge is sure to have great growth
potential in traffic volume for its unique position.
The Standard toll of the bridge will be adjusted with
an average increase of approximately 35%
commencing with effect from February 2001, and it
is estimated that the toll revenue from the bridge
will increase substantially in 2001, which will bring
new profit growth to the Company.




() Problems and Difficulties in Business Operation and Soiutions'

As the state macroeconomic regulation policies
continue to favour infrastructure projects, the
Company achieves steady growth in operating
revenue by capitalising on its edges in

infrastructure projects and scientific and sound
internal management, and has not suffered any
material problems and difficulties in its operations
up to now.

(IV) A Comparison between the Company's Realised Profit and Profit Forecast

In accordance with accounting standards adopted
in the PRC, the Group realised a profit of RMB
691,487,000 in 2000(including financial tax refund
income of RMB 122,627,000); the figure is RMB
568,859,000 if the financial tax refund is excluded,

representing 96.82% of the forecasted profit of
RMB 587,521,000 prepared for purpose of A share
Issue prepared by the Company.

(V) Information on investments of the Company

Acquisition of 17.83% equity interest in
Jiangsu Yangtze Bridge Co., Ltd.

In accordance with to the undertaking made in the
A share prospectus of the Company, the Company
acquired 17.83% equity interest in Yangtze Bridge
from Communications Holding for a total
consideration of RMB 472,670,218 on 29th
December 2000. Details of the transaction has been
disclosed in the circular dated 29th April 1999 and
was approved by independent shareholders at the
general meeting held on 18th June 1939,

Yangtze Bridge Company was incorporated on 31st
December1992 pursuant to an approval by Jiangsu
Provincial Structural Reform Commission
(SuTiSheng No. 1992 142) with a total investment
of RMB 3,374,000,000 and a registered capital of
RMB 1,200,000,000 and is mainly engaged in
construction, maintenance and management of
Jiangyin-Yangtze Bridge and other traffic
infrastructures. Currently, the company's share
capital is 2,137,248,000 shares.

Jiangyin-Yangtze Bridge is a long span steel
suspension bridge over the Yangtze River, with main
span of approximately 1,385 meters, the longest in
China and the fourth longest in the world, south
and north ramp bridges of approximately 168
meters and 1,518 meters respectively, and its total

length upon completion is approximately 3,071
meters. As a dual six-lane tol! bridge, it has a design
speed of vehicle of 100 km/h, design traffic volume
of approximately 60,000 vehicles per day. The
bridge was completed and opened to traffic on
28th September 1999.

Jiangyin-Yangtze Bridge is the common access to
Beijing-Shanghai Expressway and other major
highways. Yangtze Bridge will gain material benefit
from flourishing traffic development as a result of
tremendous traffic potential of Jiangyin-Yangtze
Bridge for its unique position. Equity participation
into Yangtze Bridge will bring considerable
investment return. Completion and opening to
traffic of the bridge will significantly boost the
traffic volume on Wuxi to Shanghai section of
Shanghai-Nanjing Expressway as well as those of
Xicheng Expressway and Guangjing Expressway.

As at 1st January 2001, the Company became the
third largest shareholder of Yangtze Bridge, holding
381,185,660 shares, i.e. 17.83% interest of such
company.




(VI) Business Development Plan for the New Year

In 2001, the Company's management will conduct a
comprehensive review of its over four years'
performance, adjust and improve the Company's
management system and operation mechanism, so
as to perfect the Company's operation policies and
management systems, standardise its daily
operations and enhance its efficiency.

With Economic Efficiency as the Core,
Strengthen Management on Toll Collection

In 2001, the international economic environment
will continue to be favourable, and domestic
macroeconomy will achieve sustained growth. Upon
the PRC's entry into the WTO, and the subsequent
expectediincrease in impjort/export trade volumes,
coupled by improved accessibility of provincial
expressway networks, there will be a significant
growth in the traffic volume on the various
expressw‘ays and highwé\/s of the Company. The
Company shall seize every opportunity to promote
economic efficiency by enhancing management
and inspection, conducting studies and taking
effective measures to tackle problems arising from
the toll collection, and to ensure a stable revenue
growth from the core businesses through toll rate
adjustment in 2001,

Persistence in Research, Continued Injection of
Quality Assets

Negotiation will be held with the vendor with a
view to acquire additional shareholding in Jiangsu
Yangtze Bridge Company. Feasibility study on
relevant projects, and continue to participate in or
acquire traffic infrastructure and toll road projects
in Jiangsu Province, open new sources for profit
growth to inject new blood for development of the
Company and further expand its asset scale.
Recently, the Company ‘plans to acquire Suzhou-
Jiading-Hangzhou Expressway and is conducting
research on the project.“-

Exploit Existing Resources and Expand Non-
core Businesses

The Company has founded an operation and
development company ‘without separate legal entity

status to engage in exploring and developing non-
core businesses of the Company. Such company
will, on the basis of feasibility study and investment
efficiency analysis, expand the existing advertising
and catering businesses; exploit the abundant
resources in regions along the highways and
continue to develop non-core businesses to
enhance the profitability of the Company; capitalise
on the resource superiority, existing hi-tech of the
three systems and optical fibers installed along the
central partition areas of the highways, and to
actively participate in the investment in
transportation industry related hi-tech projects;
and take full advantages of the two financing
channels of both domestic and international capital
markets providing strong support to the future
development of the Company.

Reinforce Road Maintenance and Management
for High Road Quality

The Company continues its guideline of taking road
quality as the key consideration. With the
maintenance policy of "precautions coupled by
services”, the Company will further improve its
various maintenance and management systems,
develop maintenance technology research, fully
promote its maintenance supervision mechanism,
and strengthen dynamic management of project
conservation. From now on, the Company will
emphasise maintenance of road surface and bridge
structures, improve maintenance level and reduce
maintenance costs by leveraging on technology
progress and scientific management so as to sustain
high road quality and provide vehicles with
favourable driving conditions.

Standardising the Company's Internal
Management, Enhancing Its Governing System
under Legal Person

in order to improve the Company's competitive
edge, in 2001, the Company will further its reform,
set up sound corporate management structure of
legal person governance, promote system
innovation, management and technology
innovation, strengthen the Company's internal




management, exercise strict control over income
and expenses budget, reinforce financial
management and audit supervision, establish
employment system, personnel system and
distribution system within the Company in
compliance with modern enterprise system, fully
motivate the initiatives of the management and
employees and recruit more professionals.

Phh by

Chen Xianghui
General Manager

Nanjing, the PRC
12th April 2001




REPORT OF THE SUPERVISORY COMMITTEE

) Supervssor\/ Committee Meeting during the Report Period

The Company held the 1st session of the Third
Supervisory Comrhittee Meeting on 25th May 2000
at Jiangsu Commqmcations Building, 69 Shigu
Road, Nanjing. Attendances include Mr, Zhong
Zhang Wan, Jia Da Kang, Geng Liu Yu, Wu Zan Ping
and Xing Guo Qiahg, Supervisors of the Company
and Mr. Yao Yong Jia, Company Secretary of the
Company.

All Supervisors attending the meeting unanimously
resolved to elect Mr. Zhong Zhang Wan as the Third
chairman of the Supervisory Committee to
supervise the routine work of the Supervisory
Committee.

(I} Report of the Supervisory Committee

To:All shareholderé

Pursuant to the Company Law of the People's
Republic of China and the Articles of Association of
the Company, the Supervisory Committee of
Jiangsu Expressway Company Limited has faithfully
discharged its duties during the year 2000 in
respect of the manégement. operation, cost-
effectiveness and development of the Company as
prescribed by the Articles of Association of the
Corﬁpany for the pUrpose of safeguarding the
lawfu! interests of the Company and its
shareholders, within the framework as laid down by
the laws and regulations and the Listing Rules. We
attended Board meetings and work meetings of the
General Manager, took part in major activities of
the Company and exercised to the fullest and
widest extent effective supervision on the
management behavior of the Company's directors,
management and senior executives as well as the
decision-making préctices of the Company. We put
forward our independent opinions to the following
matters:

1. - Operating status according to laws and
regulations .

We cansider the Company's directors and senior
management have complied with the requirements
as stipulated in relevant laws and regulations, the
Company's Articles of Association and the Listing
Rules in their daily management practices,
discharged their duties, complied with relevant
requirements of Shanghai Stock Exchange, Stock
Exchange of Hong Kong and CSRC, established

!

comprehensive internal control system, and had
operated in an active, cautious and diligent manner,
bearing in mind the best interests of the Company.
We also consider the Company's process of
decision-making is lawful and effective,

During the year, the Company was not involved in
any material litigation or proceedings. All directors

and managers had operated in strict compliance

with practices governing listed companies and their
management practices are in line with national
laws and regulations, the Articles of Association of
the Company and the interests of its shareholders.
We have found none of their acts in breach of the
laws and regulations and the provisions of the
Articles of Association of the Company or i.m‘ringing
the interests of the Company or its shareholders
when discharging their duties.

2.  Financial conditions of the Company

We have reviewed the director's report and Report
of General Manager, as well as the 2000 financial
statements and the dividend distribution scheme
submitted to the general meeting for approval. We
are of the view that the financial payments position
and operating results of the Company are fairly and
correctly reflected and that all the expenses are
reasonable. The distribution of dividend is in the
interest of local and overseas shareholders as well
as the fong-term development of the Company and
is made after the allocation of surplus and public
welfare fund according to relevant laws, regulations
and the Articles of Association of the Company. We
are satisfied with the results of the year 2000.
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The Supervisory Committee endorsed the 2000
Audit Report of the Company and the Group by
Arthur Andersen & Co. for submission to the
general meeting. The financial data in the Report
fairly and correctly reflected the true situation of
the Company.

3. Useof proceeds

We consider that the Company has been actively
involved in the acquisition of shares in Yangtze
Bridge as set aut in the prospectus, after A share
issue was successfully launched. As at 31st
December 2000, RMB472,670,218 was used to
acguire 17.83% equity interest in Yangtze Bridge,
while the balance will be further used to acquire
2.17% equity interest in Yangtze Bridge. We have
not noticed any of the proceeds being utilized for
any other investment project or the any change to
the amount. The acquisition procedures were
undertaken in compliance with laws and
regulations.

4.  Acquisition and disposal of assets

We believe that the acquisition of shares in Yangtze
Bridge is in strict compliance with resolutions of
the general meeting and is not in breach of any
resolution nor prejudices interests of any
shareholder or asset of the Company.

5. Connected Transactions

We consider that all contracts, agreements and
other documents relating to connected transactions
during the year have been properly disclosed by the
Company. Such contracts and agreements are at
arm's length and in compliance with requirements
of laws without prejudicing interests of the
Company or its shareholders. The signing and
approving procedures also comply with
requirements of laws. With respect to any
connected transaction of which the controlling
sharehoider of the Company or Communications
Department of Jiangsu Province {the previous direct
investor of the Company] is a party, the Company
has taken necessary actions as required by '
Regulations Governing Connected Transactions
accordingly so as to protect the interests of
minority shareholders.

The members of Supervisory Committee
understanding the significant events and
management operation of the Company well,
making timely operation and management analysis
as well as providing reasonable proposals on
management, operation, new projects development
and various reform measures for strategic
consideration of the Company's senior
management, thus ensuring the scientific and
systemized policy decision of the Company to
enhance the Company's economic benefits,

The Supervisory Committee would like to express
the sincere thanks to the concern and support
which the shareholders have been giving to the
Company, and to the trust towards the Supervisory
Committee. The members of Supervisory Committee
pledge to conscientiously render our duties and

'effective)y supervise the Company for the benefit of

the Company to protect the interests of
shareholders, and to provide satisfactory returns to
the shareholders.

By order of the Supervisory Committee

Zhong Zhang Wan
Chairman of the Supervisory Committee

Nanjing, the PRC
12th April 2001
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MANAGEMENT AND STAFF

(I} Directors, Supervisors and Senior Management

1. Directors
Executive Directors

Mr. Shen Chang Quan, born in 1948, economist, is
the chairman of the Board of Directors of the
Company. Mr. Shen had been the head and the
secretary general of Wu County since 1981, and a
deputy mayor of Suzhou city since 1992. He was in
charge of city and communicaticn construction of
Suzhou city for a ldng time and is responsible for
the construction of the Suzhou City New
Tectinology Develonent Zone from 1992 to 1987,
He has extensive eiperience in engineering and
management. He has been the chairman of the
board of Jiangsu Communications Holding Ltd since
January 2001.

Mr. Zhou Jian Qiang, born in 1953, senior
economist and senidr engineer, graduated in 1985
with a master's degfee, is a director of the
Company. Mr. Zhou had been a director of Jiangsu
Provincial Planning Economy Committee since
1985, and a deputy general manager of Jiangsu ITIC
in 1997; deputy director of Jiangsu Provincial
Planning Economy Committee in 1999; and vice
chairman and general manager of Jiangsu
Communications Hoiding Ltd. since January 2001.
Mr. Zhou has been involved in investment
management, finance and securities for a long time,
and has extensive experience in operation and
management.

Mr. Zhu Yao Ting, bdrn in 1941, senior accountant,
a director of the Company. He graduated from
Shanghai Navigation Institute, majored in finance
accounting. Mr. Zhu had been a director of Treasury
Department when he worked for the
Communications Department between April 1963
and October 1993, and thereafter he worked for
Huajian Transportation Economic and Development
Center. He is currently the General Manager of
Huajiah Transportation Economic and Development
Center; the chairman of the Supervisory Commitiee
of Huabei Expressway Co., Ltd., a vice chairman of
Guangsui Wazhou Communications Co., Ltd., and a
vice chairman of Jiangsu Yangtze Bridge Company
Limited. ‘

Mr. Chen Xiang Hui, born in 1963, university
graduate, senior engineer, is a director and General
Manager of the Company and the chairman of the
Board of Jiangsu Guangjing Expressway Co., and
Jiangsu Xicheng Expressway Co., Ltd. and deputy
director of Jiangsu Yangtze Bridge Company
Limited. Mr. Chen was the deputy director of Project
Quality Surpervisory Section of Jiangsu
Communications Department and a director of
Ninglian Ningtong Management Office. Mr. Chen
has been involved in communication construction
and management for a long time, with over 10
years of experience in communication construction
and management.

M. Li Da Peng, born in 1953, tertiary educated,
economist, is a director and Deputy General
Manager of the Company. Mr. Li joined the
Company in January 1996. He was once deputy
head of the Communications Design and Planning
Institute of Jiangsu Province and the chairman of
the board of Directors of Kuailu Co. and general
manager of Jiangsu Xicheng Expressway Co., Ltd.
Mr. Li has over 20 years of experience in economic
and transport management.

Mr. Liu Bu Cun, born in 1950, university graduate,
ecgnomist, is a directar and Deputy General
Manager of the Company. Mr. Liu joined the
Company in August 1992. He was once a deputy
director of the general office of the
Communications Department of Jiangsu Province,
and deputy director of the Jiangsu Expressways
Command Office and general manager of Jiangsu
Guangjing Expressway Co. He has over 20 years of
experience in legal and economic management.

Ms. Fan Yu Shu, born in 1952, tertiary educated,
accountant, is director of the Company and director
of the Finance Department of Jiangsu
Communications Holdings Limited. Ms. Fan was a i
manager of Transportation Business Department of
Jiangsu Leasing Company, a vice manager of
Jiangsu Communications Investment Corp, etc. She
has 20 years of experience in finance and
accounting management.
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Mr. Cui Xiao Long, born in 1961, university
graduate, accountant, is a director of the Company.
Mr. Cui had been working in Jiangsu
Communication Department since 1984. He was the
section chief of Finance Division and the deputy
general manager of Jiangsu Communications
Investment Corp. Mr. Cui is deputy director of
Investment and Development Division, Jiangsu
Communications Holding Ltd, Ltd.; a director of
Jiangsu Yangtze Bridge Company Limited; the
deputy secretary general of Communications
Enterprise Association of Jiangsu Province, etc. He
has over 10 years of experience in corporate
management and finance management.

Mr. Wang Zheng Yi, born in 1958, university
graduate, senior engineer, is a director of the
Company and the chairman of Jiangsu
Communications Construction Group. Mr. Wang
was once a deputy head of the Communications
Design and Planning {nstitute of Jiangsu Province
and a deputy general manager and chief engineer
of Jiangsu Province Communications Department's
joint venture in Madagascar. He has around 20
years of experience in road designing, construction
and management.

Independent Non-executive Directors

Ms. Cheng Chang Yung Tsung, Alice, born in
1932, is an independent non-executive director. She
was a member of the Preparatory Committee for
the Hong Keng Special Administrative Region, and a
Standing Committee member of the National
Committee of the Chinese People’s Political
Consultative Conference, the advisor on Hong Kong
affairs for the Hong Kong & Macau Affairs Office
and the Xinhua News Agency (Hong Kong Branch)
and the chairman of the Business Enterprise
Management Centre of the Hong Kong
Management Association. She is also the managing
director of Taching Petroleum Co. Ltd,, China the
Senior Advisor for Telefonaktiebolaget LM Ericsson
and the senior advisor for both Volvo Car
International AB and ADTrans China. Ms. Cheng has
decades of experience in business development and
investment. Ms, Cheng has been awarded
Commander of the Royal Order of the Polar Star,
Kingdom of Sweden by King Cart Gustav XVI of
Sweden.

Mr. Fang Keng, born in 1939, originated from
Shanghai, graduated from Massachusetts Institute
of Technology with a Chemical Engineering Master's
degree in 1960s, is an independent non-executive
director of the Company and the chairman of the
Board of EEEEEHEER AT, anon-
executive director of Hong Kong and Shanghai
Banking Corporation Ltd., and a committee member
of the National Committee of the Chinese People's
Political Consultative Conference. He also
undertakes many other key positions in industrial or
commercial associations and public service
institutes, such as the chairman of Hong Kong
Productivity Council, chairman of B/ JEE ST &t
E2TEIBE  Nominal President of T B #n L £
A€, Nominal President of BB FE LB E
FRAE and a committee member of the
Consultative Conference of Textile Industry.

2. Supervisors

Mr. Zhong Zhang Wan, born in 1943, tertiary
educated, is the chairman of the Supervisory
Committee and the Manager of the Securities
[nvestment Department of the Company. Mr. Zhong
joined the Company in August 1992. He was a
deputy manager of the Jiangsu United Transport
Company, and a deputy director of the Business
Development Department of the Jiangsu
Expressways Command Office and a deputy director
of the Securities Department of the Company. He
has considerable experience and in economic
management and has been involved in investment,
securities financing since joining the Company in
1992.

Mr. Jia Da Kang, born in 1943, university graduate,
senior engineer, is a supervisor and Manager of the
Assets Management Department of the Company.
Mr. Jia joined the Company in October 1996. He was
a deputy director and director of the Jiangsu
Highways Bureau, a deputy director of Jiangsu
Mariners and Highway Transport Union, and &
member and secretary-general of the Jiangsu
Communications Engineering Institute and the
head of the Road Administration Department of the
Company. He has been engaged in economic
management and transport management for
almost 30 years.




Mr. Xu Yang, born in 1972, university graduate, is a
supervisor of the Company and a deputy director of
Jiangsu Communications Holdings Limited. Mr. Xu
had been in Armed Police Jiangsu Headquarter
Jiangsu Point Constable Team and Jiangsu
Communication Départment Political Division. He
has been engaged in administration, transportation
and economic management for many years.

Mr.Du Wen Yi, born in 1963, senior economist, is a
supervisor of the Company. Mr, Du graduated from
Economic Department of Xi'an Communications &
Roads University, majoring in Management. He had
worked for the Finance and Accounting Teaching
and Research Sectipn of Jiangsu Nanjing
Communications School and Communications
Design and Planning Institute of Jiangsu Province
since 1883. He was once a director of Financial
Information Office’and a financial adviser of ;L &k
BIE T2 &2 T (a sino-foreign joint venture).
Mr. Du has been a deputy director of the Finance
Department of Jiaﬁgsu Communications Holdings
Limited since October 2000 and a supervisor and
the chairman of the Supervisory Committee of
Jiangsu Yangtze Brfdge Company Limited.

Ms. Ma Ning, born in 1956, tertiary educated,
accountant, is a supervisor of the Company and the
deputy manager of Administration and Human
Resources Department of Huajian Transportation
Economic and Development Center. Ms. Ma had
been an accountant of the finance department
since she worked for Communications Department
in 1975 and an accountant in China Association of
Navigation since January 1990. She has been
working for Huajian Transportation Economic and
Development Center since June 1994 and is now &
departmental deputy manager.

3. . Senior Management

Mr. Yao Yong Jia, born in 1964, master, senior
engineer, is the Sec}etary to the Board of Directors.
Mr. Yao joined the Company in August 1992. He
was a section chief of Communications Design and
Planning Institute of Jiangsu Province and the
Jiangsu Expressways Command Office and the
Securities Department of the Company. He has over
10 years of experience in project management,
investment analysis, financing and securities etc.

Mr. Lam Che Wah, Danny, born in 1964, is the
Secretary to the Board of Directors in Hong Kong.
Mr. Lam is a member of the Institute of Chartered
Secretaries and Administrators of United Kingdom
and Hong Kong Institute of Company Secretaries,
and is the Secretary of the Company responsible for
observance of the refevant regulations in Hong
Kong. He is also the Company Secretary of the
Company in Hong Kong, the receiver for the
acceptance of service of process and notice, and an
employee of Richards Butler, the Hong Kong legal
adviser of the Company.

Mr. Geng Liu Yu, born in 1952, tertiary educated,
economist, the Assistant to the General Manager
and the Manager of Human Resources Department
of the Company. Mr. Geng joined the Company in
October 1996. He was an officer of the Labor and
Management Department of Jiangsu Xinhua
Shipyard, a deputy director and director of the
Labour and Management Section of the Political
Department under the Communications
Department of Jiangsu Province and a deputy
director of the Personnel and Human Resources
Department of the Company. He has been involved
in economic management and personnel matters
for more than 20 years.

Mr. Wu Zan Ping, born in 1964, university graduate,
senior engineer, the Assistant to the General
Manager and the Manager of the Engineering and
Technology Department of the Company, Mr. Wu
joined the Company in August 1992. He was 3
deputy director and director of the Jiangsu
Expressways Command Office and a deputy director
of the Engineering and Technology Department of
the Company. He has been involved in the
management of transportation projects for more
than 10 years.

Ms. Liu Wei, born in 1956, tfertiary educated,
accountant, is the Manager of the Finance
Accountant's Department of the Company. Ms. Liu
joined the Company in August 1392. She had been
the deputy section chief of the Planning Division of
the Communications Department of Jiangsu
Province, the person-in-charge of the Finance
Department of the Jiangsu Roads & Bridges
Construction Co. and the section chief of the




Finance Division of the Jiangsu Expressways 4.  Directors’ and Supervisors’' Emoluments
Command Office and a deputy division chief of the
Finance Department of the Company. She has been
working [n the econamic and financial
management for 20 years and has extensive

The aggregate annual salary of the Birectors and
the supervisors amounted to RMB2,130,000.

experience in the areas.

(11} Number, Specialty and Education of the Staff and Number of
Retired Staff

The Company has a regular staff of 1,561, among are 20 senior technicians, 95 junior technicians and
whom there are 6 masters, 105 university graduates, 197 primary technicians.

278 tertiary educated, 238 vocationa! educated and
934 senior high school or lower educated; the
Company has 312 technicians, among whom there

As at 31st December 2000, the Company has 3
retired employees.




MAJOR EVENTS

(I} Material l{itigation

The Company has not been involved in any material
litigation, arbitration or administrative punishment
during the period. As at 31st December 2000, no

litigation or arbitration or administrative
punishment of material importance is to be :
pending or threatenad against the Company.

(1) Regulatory Punishment against the Company, any of its Directors

or Officers

There was no regulatory punishment imposed
against the Company, any of its directors or Officers
during the period,

[lH)‘Change of General Manager

Mr. Chen Xiang Hui was appointed as the General
Manager of the Company at the Fourth Session of
the Third Board Meeting on 25th December 2000.

(IV) Connected Transactions of Material Importance

1. Major related parties of the Company:

{1} Communications Holding Ltd., the
controlling shareholder of the
Company, Jiangsu Communications
Construdtion Group Company Limited
(formerly named as Jiangsu Roads &t
Bridges Construction Col), promoter of
the Company and Jiangsu
Communications Project Company;

(2)  Yangtze Bridge Company Limited, Wuxi
Aibang Highpolymer Co., Ltd. and
Jiangsu Quanfu Guest House,
subsidiaries of Communications
Holding;'

(3} Jiangsu Xicheng Expressway Co., Ltd,,
Jiangsu Guangjing Expressway Co., Ltd.,
Jiangsu Kuailu Express Bus Co., Ltd. and
Yixing Yicao Highway Co., Ltd. being
subsidiaries associated companies of
the Company.

2.

Major Connected Transactions

During the vear ended 31st December 2000,
the Company had been engaged in following
the connected transactions:

(1)

Long-term bank borrowings of
approximately US$5,643,400
(equivalent to approximately RMB
46,723,000), bearing interest rates of
1% and 6.77% per annum respectively,
was guaranteed by Communications
Holding Ltd.

As at 31st December, 2000, the
Company had banking facilities of
approximately US$9,800,000
(equivalent to RMB 81,140,000} to
finance the purchase of imported
equipment and technology. Unused
facilities as at 31st December, 2000
amounted to approximately
US$3,741,000 (equivalent to RMB
30,979,000}, These facilities were
guaranteed by Communications
Holding Ltd.



contractors have undertaken the
construction of the Xicheng
Expressway and Guangjing Expressway
at the fixed cost of RMB1,75C,000,000
and RMB750,000,000 respectively.
Xicheng Expressway and Guangjing
Expressway commenced operations on

(2)  The Company participated in the
construction of the Jiangsu
Communications Building carried out
by the Jiangsu Department of
Communications. The Company had
paid RMB32,400,000, as returns for
which the Company moved into the

invested floor space of the building as
its office in 1998. As at 31st December
2000, due to the ownership formalities
still under process, the Company has
yet to obtain the ownership rights
certificate of the floor space.

Pursuant to an agreement dated 8th
April, 1999 between the Company and
Communications Holding Ltd., the
Company acquired 381,185,660 shares
of Yangtze Bridge Company Limited
representing 17.83% of its registered
capital, from Communications Holding
Ltd. at a consideration of RMB
472,670,218. The acquisition was
completed on 29th December, 2000.

The Company entered into a contract
entitled "Contract on Management Of

28th September, 1999.

The contracts, agreements and cther
documents relating to the above connected
transactions have been properly disclosed by
the Company. Such contracts and agreements
are at arm's length and in compliance with
requirements of [aws without prejudicing
interests of the Company or its sharenolders.
The signing and approving procedures are
also complying with requirements of laws.
The Company has taken necessary actions so
as to protect the interests of minority
shareholders in respect of the transactions
with connected persons.

Having reviewed the above related
transaction, the Independent Non-Executive
Directors of the Company confirmed:

Operation And Maintenance Of Nanjing 2. the transactions have been .
Section Of Nanjing-Lianyungang entered' into by the Company in
Expressway" (B EEAELKEE thé ordmfary and normal course
SRABEHSEREERAR) of s business;
with Road Management Office on 8th b, the transactions have been
April 1999, pursuant to which, Road entered into either: (1) on normal
Management Office was entrusted by commercial terms {which
the Company for the management of expression will be construed by
operation and maintenance of Nanjing reference to transactions of a
Section of Nanjing-Lianyungang simifar nature and to be made by
Expressway, and the Company shall similar entities within the PRC);
charge 17% of aggregate toll revenue or (2) where three is no available
of the Section each year. The charge in comparison, on terms that are no
2000 was RMB 9,187,000. less favourable than terms

(5)  Pursuant to the main contractor's available to third parties.
contracts entered into between Jiangsu ¢ The transactions are fair and

Xicheng Expressway Co., Ltd. and
Jiangsu Guangjing Expressway Co., Ltd.

with Wuxi Expressway Command Office
and Taizhou Guangjing Expressway
Command Office, respectively , the

reasonable so far as the
shareholders of the Company are
concerned.




(V) Corporatej Independence

The Company and its controlling shareholders have introduced corporate independence in relation to
personnel, assets and financial management.

(VI) Appointment and Dismissal of Public Accountant

Arthur Andersen & Co (Hong Kong) and Arthur Andersen ® Hua-Qiang Certified Public Accountants have been
reappointed as the auditor of the Company.

(VII) Other Material Contracts (including guarantees, etc.)

and Implementation

As at 31st December 2000, the contracts being
implemented or to be implemented by the
Company, which are of material nature, include:

1.

n respect of the loan contracts [being
~executed) between the Company and the

relevant bank respectively with amount of

- RMB626,723,400, RMB 46,723,400

guaranteed by Communications Holding. The

_ major contract thereof was the reloan

agreement entered into by the Company
(borrower) and Bank of China Jiangsu Branch
(loaner or "reloan bank") in Nanjing on 15th
QOctober 1998; pursuant to which: (1) amount
granted and its use: the loan set out in the
agreement shall be used to satisfy

- US$9,804,269.50 as the foreign exchange of

the aggregaté contractual amount of tne
commercial contract between China import
and Export Co., Ltd. and exporter INDRASCA,

" SAin respect’of the equipment and

technology for Shanghai-Nanjing

: Expressway; (2} tenure: subject to “Foreign

Loan Agreement”, in terms of the loan,
amount comprising governmental shares
shall be applicable within 12 months after

© effectiveness of the commercial contract, and

its initial repayment shall be made on 16th
January 2007. The tenure of the loan shall be

30 years, among which grace period shall be
10 years and repayment period shall be 20
years. The loan shall be repaid every half year
on egual basis in 40 installments; amount
comprising buyer's credit shares shall be
applicable within 10 months after
effectiveness of the commercial contract, and
its initial repayment shall be made not later
than July 1999. The tenure of the loan shall
be 7 years. The loan shall be repaid every half
year on equal basis in 14 instaliments.

The Company entered into a contract entitled
"Contract on Management Of Operation And
Maintenance Of Nanjing Section Of Nanjing-
Lianyungang Expressway" (being executed)
with Road Management Office on 8th April
1999, pursuant to which, Road Management
Office was entrusted by the Company for the
management of operation and maintenance
of Nanjing Section of Nanjing-Lianyungang
Expressway, and the Company shall charge
17% of aggregate toll revenue of the Section
gach year. The amount paid during 2000 total
RMB 9,186,761.




NOTICE OF THE ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN by the Board of the
Company THAT the Annual General Meeting for the
year 2000 will be held at Jiangsu Communications
Building, 69 Shigu Road, Nanjing, the PRC at 9:00
a.m. on Friday, 8th June 2000 for the following
purposes:

1.

THAT the annual report of the Board for the
year ended 31st December 2000 be reviewed
and approved;

THAT the repert of Supervisory Committee
for the year ended 31st December 2000 be
reviewed and approved;

THAT the audited accounts and the auditors'
report for the year ended 31st December
2000 be reviewed and approved;

THAT approval be given for the re-
appointment of Arthur Andersen & CO (Hong
Kong) and Arthur Andersen. Hua Qiang
Certified Public Accountants (&iE(S «
SREETEMEEFT) as the Company's
international auditor and domestic auditor,
and that the Board be authorised to
determine the auditors’ fee.

THAT approval be given for the distribution
scheme in respect of its final dividends of the
Company for the year 2000, with the
payment of RMB 0.90 in cash for each ten
shares.

THAT other transactions be conducted if
necessary.

By order of the Board

Yao Yong Jia Lam Che Wah, Danny
Joint Company Secretaries

Nanjing, the PRC
12th April 2007

Persons who hold shares of the Company and
whaose names appear on the register of members
as at 8th May 2001 shall be entitled to attend the
AGM after completing and returning to the
Company the attached confirmation slip by 17th
May 2001. Further details are set out in the
confirmation slip and explanation thereto.

Registration of transfers of H shares will be
suspended by the Company from 8th May 2001 to
8th lune 2001 (both days inclusive). Holders of H
shares who wish to be eligible for final dividends,
must deliver their instruments of transfer
together with the relevant share certificates to
the Registrar of shares of the Company, on 2/F,
Viewood Plaza, 199 Des Voeux Road Central, Hong
Kong, no later than 4:00p.m. on Monday 7th May
2001. Registration date of equity interests,
method and time of the declaration of dividends
for holders of A shares will be otherwise notified.

A shareholder who has the right to attend and
vote at the AGM is entitled to appointed a proxy
{whether or not a member) to attend and vote on
his behalf. A shareholder {or his proxy]} is entitled
to cast one vote for each share he holds or
represents. Notwithstanding completion and
delivery of the form of proxy, a shareholder may
still attend and vote at the meeting.

The instrument appointing a proxy must be in
writing under the hand of the appointor or his
attorney duly authorised in writing. In the event
that such instrument is signed by an attorney of
the appointor, an authorisation that authorised
such signatory shall be notarized. To be valid, such
notarized authorisation together with the form of
proxy must be delivered to the Secretary's Office
of the meeting not less than 24 hours before the
time appointed for holding of the meeting. The
form of proxy for use at the meeting will be
despatched to shareholders.

The meeting will last for hglf day. Shareholders
attending the meeting will be responsible for their
own accommodation and travelling expenses.

Address: Security Department, 27th Floor, Jiangsu
Communication Building 69 Shigu Road, Nanjing,
the PRC

Postal Code: 210004

Tel: 0086-25-420 0999 [ext. 4706/4716)
Fax:0086-25-446 6643/420 7788




AUDITORS' REPORT

Auditors’ Réport
To the Shareholders of Jiangsu
Expressway Company Limited

We have audited the accompanying consolidated
balance sheets of the Jiangsu Expressway Company
Limited (the "Company”} and its subsidiaries
(hereinafter togéther with the Company referred to
as the "Group") and the related consolidated
statements of income, changes in shareholders'
equity, and cash flows for the years then ended, and
balance sheets of the Company as of 31st December
2000 and 1999. These financial statements are the
responsibility of the Company’s management. Our
responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with
International Standards on Auditing issued by the
International Fedlerat‘\on of Accountants. Those
Standards require that we plan and perform the
audit to obtain reasonable assurance about whether
the financial statements are free of material
misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and
disclosures in the financial statements, Anaudit
also includes assessing the accounting principles
used and significant estimates made by
management, as well as evaluating the overall
financial statement presentation. We believe that
our audits provide a reasonable basis for our
opinion. '

In our opinion, the consolidated financial
statements of the Group and the balance sheets of
the Company present fairly, in all material respects,
the financial position of the Group and the
Company as of 31st December 2000 and 1999, and
of the results of operations and cash flows of the
Group for the years then ended in accordance with
International Accounting Standards issued by the
International Accounting Standards Committee and
comply with the disclosure requirements of Hong
Kong Companies Ordinance.

Hong Kong, the People's Republic of China
11th April 2001




As at 31st December 2000 and 1999
(Expressed in thousands of Renminbi]

CONSOLIDATED BALANCE SHEETS

13,400,108

Note 2000 1999
(As restated
{Note 28))
ASSETS
Non-current assets
Property, plant and equipment 3 10,126,483 9,914,828
Land use rights 4 1,637,477 1,661,004
Investment in an associate 6 52,194 47,391
Long-term investment 7 472,670 -
Long-term receivable, net of current portion 8 81,067 88,117
Intangible assets S 3,188 10,991
Total non-current assets 12,373,079 11,722,331
Current assets
Inventories 6,755 4953
Due from a related party 23 800 -
Prepayments and other receivables 10 41,431 161,999
Current portion of long-term receivable 8 7,050 6,283
Cash and cash eguivalents 22(c) 970,993 948,761
Total current assets 1,027,029 1,121,996
TOTAL ASSETS

12,844,327




Note 2000 1999
{As restated

\ {Note 28))
SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders' equity:
Share capital : 1 5,037,748 4,887,748
Reserves ‘ 12 7,077,943 6,316,157
Total shareholders' equity | 12,115,691 11,203,905
I\/Iino‘rity interests ' 343,951 343,953
Non-current liabilities
Long-term bank loans,
non-current portion 13(b) 43,286 42,961
Deferred tax liabilities 14,19 - 2,718
Total non-current liabilities 43,286 45,679
Current liabilities
Short-term bank loans 13(a) 580,000 565,000
Current portion of long-term bank loans 13(b) 3,437 3,438
Current portion of long-term debentures payable  13(d) - 200,000
Payables on construction projects 167,031 176,142
Other payables - 89,633 168,216
Due to related parties 23 3,185 373
Provision for tax . 19 31,499 137,620
Dividends payable 20 22,395 1
Total current liabilities 897,180 1,250,790
TOTAL SHAREHOLDERS' EQUITY

AND LIABILITIES: 13,400,108 12,844327

The accompanying notes form an integral part of these consolidated financial statements,

The financial stateménts were approved by the Board of Directors on 11th April 2001.

s peag

Shen Changquan Chen Xianghui
Chairmaon Director and General Manager




BALANCE SHEET

As at 31st December 2000 and 1999
(Expressed in thousands of Renminbi)

Note 2000

1999
(As restated
{Note 28))
ASSETS
Non-current assets
Property, plant and equipment 3 7,657,341 7,421,846
Land use rights 4 1,637,477 1,661,004
Investments in subsidiaries 5 2,064,158 2,010,935
Investment in an associate 6 52,194 47391
Long-term investment 7 472,670 -
Long-term receivable, net of current portion 8 81,067 88,117
Intangible assets 9 3,188 10,991
Total non-current assets 11,968,095 11,240,284
Current assets:
Inventories 6,697 4953
Due from a related party 23 800 -
Prepayments and other receivables 10 39,406 165,177
Current portion of long-term receivable 8 7,050 6,283
Cash and cash equivalents 861,995 917,153
Total current assets 915,948 1,093,566
TOTAL ASSETS

12,884,043

12,333,850




Note 2000 1999

(As restated

‘ {Note 28))
SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders’ equity
Share capital 11 5,037,748 4,887,748
Reserves 12 7,077,943 6,316,157
Total shareholders' equity 12,115,691 11,203,905
Non-current Iiabilzities .
‘Long-term bank loans, non-current portion 13{0) 43,286 42,961
‘Deferred tax liabilities 14,19 - 2,718
Total non-current liabilities 43,286 45,679
Current liabilities:
Short-term bank loans v 13(a) 580,000 565,000
Current portion of long-term bank loans 13(b) 3,437 3,438
Current portion of long-term
debentures payable 13(d) - 200,000
Payables on construction projects 15,909 17,991
Other payables 78,717 165,407
‘Due to related parties 23 3,185 373
Provision for ta§< 19 30,817 132,056
Dividends payable 20 13,001 1
Total current liabilities 725,066 1,084,266
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 12,884,043 12,333,850

The accompanying notes form an integral part of these financial statements.

The financial statements were approved by the Board of Directors on T1th April 2001,

155 Dk 24

" Shen Changquan Chen Xianghui
‘ Chairman Director and Deputy General Manager




CONSOLIDATED INCOME STATEMENTS

For the years ended 31st December 2000 and 1999
{Expressed in thousands of Renminbi ("RMB"), except for earnings per share)

Note 2000 1999
Revenue, net 15 1,542,952 1,233,924
Operating cost (658,920) (480,583)
Gross profit ‘ ‘ 884,032 753,341
Administrative expenses (33,954) (29,744)
Other operating expenses, net (16,562) (1,529)
Profit from operations 833,516 722,068
Finance cost 16 (20,455) (13,843]
Share of profit from an associate 11,457 8,243
Profit before taxation and minority interests 17 824,518 716,468
Taxation 19
- The Group (123,008) (81,438)
- Associate (2,152) (2,394)
Profit before minority interests 699,358 632,636
Minority interests (11,052) (1,953)
Net profit for the year 688,306 630,683
Dividends 20 453,397 391,020
Earnings per share 21
- Basic RMB 0.1407 RMB 0.1290
- Diluted _ Not applicable Not applicable

The accompanying notes form an integral part of these consolidated financial statements.




CONSOLIDATED STATEMENTS OF CHANGES IN
SHAREHOLDERS' EQUITY

For the years ended 31st December 2000 and 1999
{Expressed in thousands of Renminbi)

Reserves

Surplus  Statutory

Statutory Public
Share Share Revaluation Reserve  Welfare  Retained Total Total
Capital ~ Premium  Reserve Fund Fund Profits  Reserves equity
Note 11 Note12(a) Note 12(b) Note 12{c) Note 12 Nate 12(a)

Balance as at lstJanuar\j/

1999 as previously repbrted 4887748 5265354 5716 86,085 43,043 284,676 5685474 10573222
Change in accounting

policy with respect to the

dividends declared after

palance sheet date (Note 28) - - - - - 293265 293265 29365

Balance as of 1st January

1999 as restated 4887748 5265954 5716 86,085 43,043 577341 5378739 10,866,487
Dividends declared after :

31st December 1998 [Note 20) - - - - -~ (293.265) (293,265) (293,265)
Transfer of valuation ‘

surplus to unappropriated profit - - {198) - - 198 - -
Profit for 1393 : - - - - - 630,683 630,683 630,683
Profit appropriations: '

- Statutory surplus reserve fund - - - 680,521 - (80,521} - -

30,261 {30,261 - -

- Statutory public welfére fund - - - -

Balance as at 31st December 1999 4,887,748 5,265,954 5518 146,606 73304 824775 6,316,157 11,203 905

Dividends declared after

31st December 1999 {Note 20) - ~ - - - (391020) (391,020)  (391,020)
Issuance of share capital 150,000 464,500 - - - - 464500 614,500
Transfer of valuation surplus

to unapproprigted profit - - (5518) - - 5518 - -
Profit for 2000 f - - - - - 6BB306 688,306 688,306
Profit appropriations: -

- Statutory surplus reserve fund - - - 83088 - (69,088) - -

- Statutory public welfare fund - - - - 3454 [34544) - -
Balance as at 31st December 2000 5,037,748 5730454 - 215,694 107848 1023947 7077943 12,115,691

The accompanying notes form an integral part of these consolidated financial statements.




CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended 31st December 2000 and 1999
{Expressed in thousands of Renminbi)

Note 2000

1999

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash generated from operations 22(a) 1,140,671 989,645
Interest paid (108,217) (31,308)
Income tax paid (116,369) (102,918)
Net cash generated from operating activities 916,085 855,419

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment in an associate - (5,963)
increase in long-term receivable - (35.600)
Increase in long-term investment 7 (472,670) -
Purchase of property, plant and equipment 22(b) (501,076) (814,431

Proceeds from dispaosal of property,

_plant and equipment - 90
Interest received 21,401 54,143
Dividends received 4,503 4120

Net cash used in investing activities {947,842) (797,641
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of share capital 618,345 -
Proceeds from short-term bank loans,
net of repayments 15,000 (155,000)
Proceeds from long-term bank loans 3,762 45,960
Repayment of long-term bank loans (3,438) (50,000)
Repayment of long-term debentures {(260,000) -
Capital contributed by the minority shareholders - 129,515
Dividends paid (379,680) (293,265)
Net cash from (used in) financing activities 53,989 (322,790}
NET INCREASE (DECREASE) IN CASH o
AND CASH EQUIVALENTS 22,232 (265,012)
CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR 948,761 1,213,773
CASH AND CASH EQUIVALENTS, END OF YEAR

The accompanying notes form an integral part of these consolidated financial statements.

22(c) 970,993

948,761




NOTES TO THE FINANCIAL STATEMENTS

Organisation and Basis of Presentation of Financial Statements

Jiangsu Expressway Company Limited (the “Company”) was incorporated in the People's Republic of
China (the “PRC") on 1st August 1992 as a joint stock limited company. The Company is principally
engaged in the investment, construction, cperation and management of the Jiangsu section of
Shanghai-Nanjing Expressway ("Shanghai-Nanjing Expressway"), the Jiangsu section of the 312
National Highway (the "Nanjing-Shanghai Class 2 Highway"), Nanjing-Lianyungang class 1 Highway-
Nanjing Section {"Nanjing Section") and other toll roads in Jiangsu Province, and the provision of
passengér transport services and other supporting services along the toll roads.

In June 1997 and December 2000, the Company issued 1,222,000,000 overseas public shares (*H
shares") and 150,000,000 domestic public shares {"A shares") with a par value of RMB 1 each to its
overseas and domestic investors respectively. The H shares and A share were subsequently listed on The
Stock Exchange of Hong Kong Limited and Shanghai Stock Exchange on 27th June 1997 and 16th
January 2001 respectively.

in September 1997, Jiangsu Xicheng Expressway Company Limited ("Jiangsu Xicheng") and Jiangsu
Guangjin“g Expressway Company Limited ("Jiangsu Guangjing") were jointly established by the Company
and Huajian Transportation Economic Development Centre. Jiangsu Xicheng and Jiangsu Guangjing are
principally engaged in the construction, management and operation of Xicheng Expressway and
Guangjing Expressway respectively. In September 1999, the construction of these expressways was
completed and these expressways were operational.

The Company, Jiangsu Xicheng and Jiangsu Guangjing are collectively referred to as the Group.

The ultimate parent company of the Company is Jiangsu Communications Holding Company Ltd.
(farmerly known as Jiangsu Communication Investment Corporation), a state owned enterprise
incorporated in the PRC. As of 31st December 2000, the number of employees of the Company is 1,561
(1999: 1,552). The registered address of the Company is 89 Shigu Road Nanjiang, Jiangsu, P. R. China.




Principal Accounting Policies

The principal accounting policies adopted in preparing financial statements of the Company and of the
Group are as follows:

(a)

(b)

(c)

Basis of presentation

The financial statements have been prepared in accordance with International Accounting
Standards ("IAS") issued by the International Accounting Standards Committee, and the
disclosure requirements of the Hong Kong Companies Ordinance and the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited. This basis of accounting differs
from that used in the preparation of the Company's and of the Group's statutory accounts which
are prepared in accordance with PRC Accounting Standards for Enterprises and the Accounting
Regulations of the PRC for Joint Stock Limited Companies (“Statutory Accounts”). The
adjustments made to conform the statutory accounts of the Group to IAS are shown in Note 26.

Principles of consolidation

The consolidated financial statements of the Group include those of the Company and its
subsidiaries and also incorporate the Group's interest in an associate on the basis as set out in
Notes 2(c) and 2{(d) below.

All significant intercompany balances and transactions, including intercompany profits and
unrealized profits and losses are eliminated on consolidation. Consolidated financial statements
are prepared using uniform accounting policies for like transactions and other events in similar
circumstances. The equity and net income attributable to minority shareholders’ interests are
shown separately in the consolidated balance sheets and consolidated income statements,
respectively.

The purchase method of accounting is used for acquired businesses. Results of subsidiaries and
associates acquired or disposed during the year are included in the consolidated financial
statements from the date of acquisition or to the date of disposal.

Subsidiaries

A subsidiary is a company in which the Company has control. Centrol exists when the Company
has the power to govern the financial and operating policies of the subsidiary so as to obtain
benefits from its activities.

In the Company's financial statements, investments in subsidiaries are accounted for using the
equity method. An assessment of investments in subsidiaries is performed when there is an
indication that the asset has been impaired or the impairment losses recognized in prior years no
longer exist.




2. Principal Accounting Policies (Cont'd)

(d)

(e)

(f)

Associates

An associate is a company, not being a subsidiary or a joint venture, in which the Company has
significant influence. Significant influence exists when the Company has the power to participate
in, but not control, the financial and operating decisions of the asscciate.

|

Investments in associates are accounted for using the equity method. An assessment of
investments in associates is performed when there is an indication that the asset has been
impaired or the impairment losses recognized in prior years no longer exist.

Long-term investment

Investment held for the long-term are stated at cost less any impairment in value. An assessment
of long-term investments is performed when there is an indication that the asset has been
impaired or the impairment losses recognized in prior years no longer exist.

Upon disposal of a long-term investment, the difference between net disposal proceeds and the
carrying amount is charged or credited to the income statement.

Propérty, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated
impairment loss. The initial cost of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.

Expehditures incurred after the property, plant and equipment have been put into operation, such
as repairs and maintenance and overhaul costs, are recognized as an expense in the year in which
they are incurred. In situations where it is probable that the expenditures have resulted in an
increase in the future economic benefits expected to be obtained from the use of the asset
beyond its originally assessed standard of performance, the expenditures are capitalized as an
additional cost of the asset.

Depréciation of toll roads, structures and operating rights is provided for on the basis of a sinking
fund calculation whereby annual depreciation amounts compounded at an average rate of 6%,
800, 5006, 8% and 9% per annum for Shanghai-Nanjing Expressway, Nanjing-Shanghai Class 2
Highway, Nanjing Section, Xicheng Expressway and Guangjiang Expressway will approximate the
total carrying value of the toll roads, structures and operating rights at the end of the concession
period {Shanghai-Nanjing Expressway: 30 years; Nanjing-Shanghai Class 2 Highway: 15 years;
Na njing Section: 30 vears: Xicheng Expressway: 30 years; Guangjing Expressway: 30 years).




2.

Principal Accounting Policies (Cont'd)

(f

(9)

(h)

Property, plant and equipment and depreciation (Cont'd)

Depreciation of property, plant and equipment other than toll roads, structures and operating
rights is calculated using the straight-line method to write off the cost {or revalued amount),
after taking into account the estimated residual value of 3%, of each asset over its expected
useful life. The expected useful lives are as follows:

Buildings 30 years
Safety equipment 10 years
Communication and signalling equipment 10 years
Toll stations and ancillary equipment 8 years
Motor vehicles 8 years
Other machinery and equipment , 5-8 years

The useful lives of assets and depreciation method are reviewed periodically.

When assets are sold or retired, their costs and accumulated depreciation and accumulated
impairment loss are eliminated from the accounts and any gain or loss resulting from their
disposal is inciuded in the income statement.

Land use rights

Land use rights relate to the Shanghai-Nanjing Expressway and are stated at cost less
accumulated amortisation. Amortisation of land use rights is provided for on the basis of a
sinking fund calculation whereby annual amortisation amounts compounded at an average rate
of 8% per annum will approximate the total carrying amount of the land use rights at the end of
the thirty-year concession period.

Construction-in-progress

Construction-in-progress represents toll roads, structures and facilities, including buildings and
maintenance facilities under construction and is stated at cost. This includes cost of construction,
plant and equipment and other direct costs plus borrowing costs which include interest charges
and exchange differences arising from foreign currency borrowings used to finance these projects
during the construction period, to the extent these are regarded as an adjustment to interest
costs.

Construction-in-progress is not depreciated until such time as the assets are completed and put
into operational use.



2.

Principal Accounting Palicies (Cont'd)

(i)

1);

Intangibie assets

Intangible assets are measured initially at cost. Intangible assets are recognized if it is probable
that the future economic benefits that are attributable to the assets will flow to the enterprise;
and the cost of the asset can be measured reliably. After initial recognition, intangible assets are
measured at cost less accumulated amortization and any accumulated impairment losses.
Intangible assets are amortized on a straight-line basis over the best estimate of their useful lives
(5 years). The amortization period and the amortization method are reviewed annually at each
financial year-end.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost, calculated on the first-in
first-out method basis, comprises all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and condition. Net realizable value is
the estimated selling price in the ordinary course of business less the estimated costs of
cémpletion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognized as an expense
in'the year in which the related revenue is recognized. The amount of any write-down of
inventories to net realizable value and all losses of inventories are recognized as an expense in
the period the write-down or loss occurs. The amount of any reversal of any write-down of
inyentories, arising from an increase in net realizable value, is recognized as a reduction in the
amount of inventories recognized as an expense in the year in which the reversal oceurs.

Receivables

Receivables are stated at face value, after provision for doubtful accounts.

Cash and cash equivalents

Cash represents cash in hand and deposits with banks (or other financial institutions) which are
repayable on demand.

Cash equivalents represent short-term, highly liquid investments which are readily convertible
into known amounts of cash with original maturities of three months or less and that are subject
to an insignificant risk of change in value.




2.

Principal Accounting Policies (Cont'd)

(m)

(n)

Taxation

The Company and its subsidiaries provide for Enterprise Income Tax ("E{T") on the basis of their
statutory profit for financial reporting purposes, adjusted for income and expense items which are
not assessable or deductible for income tax purposes and after considering all available tax benefits.

Other taxes are provided in accordance with the prevailing PRC Tax regulations.

Deferred taxation is provided under the balance sheet liability method in respect of significant
temporary differences between the tax base of an asset or liability and its carrying amount in the
balance sheet. The tax base of an asset or liability is the amount attributed to that asset or
liability for tax purposes. Deferred tax liabilities are recognized for al! taxable temporary
differences. Deferred tax assets are recognized for all deductible temporary differences to the
extent that it is probable that taxable profits will be available against which the deductible
temporary difference can be utilized.

Revenue recognition

Provided it is probable that the economic benefits associated with a transaction will flow to the
Group and the revenue and costs, if applicable, can be measured reliably, revenue is recognized on
the following bases:

{i}  Tollincome

Toll income represents mainly income from the operation of toll roads, net of revenue tax.
Toll income is recognised on a receipt basis.

(i) Sales of petrol

Sales of petrol are recognised upon passage of title to customers.

(iii)  Interest income

Interest income is recognised on a time proportion basis that take into account the
effective yield on the assets.

Foreign currency transactions

The Company and its subsidiaries maintain their books and records in RMB {the "reporting

. currency”}, which is not a freely convertible currency. Transactions in other currencies are translated

into the reporting currency at exchange rates prevailing at the time of the transactions. Monetary
assets and liabilities denominated in other currencies at the balance sheet date are re-translated at
exchange rates prevailing at that date. Non-monetary assets and liabilities in other currencies are
translated at historical rates. Exchange differences other than those capitalized as a component of
borrowing costs are recognized in the income statement in the vear in which they arise.

il
I
i
i
i

i
i

:




2.

Princ’ipa'l Accounting Policies (Cont'd)

(p)

()

“subsidiaries and the remainder is borne by the staff. The government agency is responsible for the

Borrowing costs

Borrowing costs include interest charges and other costs incurred in connection with the
borrowings of funds. Borrowing costs are expensed as incurred, except when they are directly '
attributable to the acquisition, construction or production of the toll roads, structures and
facilities, including buildings and maintenance facilities that necessarily takes a substantial period
of time to get ready for its intended use in which case they are capitalized as part of the cost of
that asset.

Capitalization of borrowing costs commences when expenditures for the asset and borrowing
costs are being incurred and the activities to prepare the asset for its intended use are in
p&ogress. Borrowing costs are capitalized at the weighted average cost of the related borrowings
until the asset is ready for its intended use. If the resulting carrying amaount of the asset exceeds
its recoverable amount, an impairment loss is recorded.

it T L o 2ok
P N DT I R ALt o e o

Pension scheme

Pursuant to the PRC laws and regulations, contributions to the basic old age insurance for the
Group's local staff are made monthly to a government agency based on 26% of the standard
salary set by the provincial government, of which 20% is borne by the Company and its

pension liabilities relating to such staff on their retirement. The Company and its subsidiaries
account for these contributions on an accrual basis.

Financial instruments

Financial assets and financial liabilities carried on the balance sheet include cash and cash
equivalents, and other receivables and payables, long-term receivable and loans. The accounting
policies on recognition and measurement of these items are disclosed in the respective
accounting policies found in this Note.

Firlancial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement, Interest, dividends, gains, and losses relating to a financial instrument
classified as a liability, are reported as expense or income. Distributions to halders of financial
instruments classified as equity are charged directly to equity. Financial instruments are offset
when the Company has a legally enforceable right to offset and intends to settle either on a net
basis or to realize the asset and settle the liability simultanecusly.




2.

Principal Accounting Policies (Cont'd)

(s)

(u)

(v)

Impairment of Assets

The carrying amount of an asset may not exceed its recoverable amount. The recoverable amount
is the higher of an asset's net selling price and value in use. The net selling price is the amount
obtainable from the sale of an asset in an arm’s length transaction while value in use is the
present value of estimated future cash flows expected to arise from the continuing use of an
asset and from its disposal at the end of its useful life. At the balance sheet date, whenever the
carrying amount of an asset exceeds its recoverable amount, the carrying amount will be written
down to recoverable amount, and an impairment loss is recognized in income statement.

Reversal of impairment loss recognised in prior years is recorded when there is an indication that
the impairment loss recognised for the asset no longer exists or has decreased. The reversal is
recorded in income statement.

Contingencies

Contingent liabilities are not recognized in the financial statements. They are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote.

A contingent asset is not recognized in the financial statements but disclosed when an inflow of
economic benefits is probable.

Subsequent events

Post-year-end events that provide additional information about the Group's position at the
balance sheet date ("adjusting events"), are reflected in the financial statements. Post-year-end
events that are riot adjusting events are disclosed in the notes when material.

Changes in accounting policy

A change in accounting policy is made only if required by statute, or by an accounting standard
setting body, or if the change will result in a more appropriate presentation of events or
transactions in the financial statements of the Group.

A change in accounting policy is applied retrospectively unless the amount of any resulting
adjustment that relates to prior years is not reasonably determinable, in which case, the change
in accounting policy is applied prospectively.



3. Property, Plant and Equipment

Movements in property, plant and equipment were as follows:

Group
2000
Toll roads, Communication  Toll stations Other
‘ structures and Safety and signalling  and ancillary Motor machinery and  Construction-

(RMB000) : operating rights Buildings  equipment  equipment  equipment vehicles  equipment  in-progress Total
Cost
Beginniag of year . 8,894,126 490,247 450,776 243,034 50,120 90,308 103,518 124,380 10,452,510
Additions : 448,200 8,530 - - ’ - 1,616 6,165 27,081 491,592
Tansferof

construction-in-progress - m - 47,844 38,554 - - (88,309) -
Disposals : - {38,494} - - - - (648) - (39,142)
fdofyear 9342328 461084 450776 296478 89,674 91925 108,035 63,152 10,904,960
Accumutated depreciation
Beginning of year ‘ 290,995 43,093 111,855 26,699 12,280 15,560 37,200 - 537,682
Charge for the year 128,386 17,058 43,593 25,040 6,251 8,082 16415 - 244825
Digposds - (3965 - - - - {164) - (80%0)
End of year : 419,381 56,285 155,448 51,739 18,531 23,642 53451 - 118477
Net book value
End of year ‘ 8,922,945 404,909 295,328 245,139 n.143 68,283 55,584 63,152 10,126,483

124380 9,914,828

Beginning of year . 8,603,131 447,154 338,921 222,335




Property, Plant and Equipment (Contd)

Group
1999
Toll roads, Communication  Toll stations Other
structures and Safety andsignaliing  and anciffary Motor machinery and  Construttion-

(RMB000) operating rights Buldings  equipment  equipment  equipment vehicles  equipment  in-progress Total
Cost
Beginning of year 6,640218 400,737 374652 116,563 32858 83,536 81770 1,854,680 8,595,074
Additions - 2210 4 9,243 3,786 6013 6,233 830,469 857,968 l
Transfer of

construction-in-progress 2,253,908 87300 76110 123228 13476 700 6047 [2560769) -
Disposals ' - - - - - - (532} - (532}
End of year 8,894,126 490,247 450,776 249,034 50,120 90,309 103,518 124380 10,452,510
Accumulated depreciation
Beginning of year 183,286 28,669 73,605 13172 8,227 8,801 2,128 - 337,888
Charge for the year 107,709 14424 38250 13527 4,053 6,759 15123 - 199,845
Disposals - - - - - - (51} - (51)
End of year 290,935 43,093 111,855 26,699 12,280 15,560 37,200 - 537,682
Net book value
End of year 8,603,131 447,154 338921 222335 37,840 74743 66318 124380 3914828
Beginning of year 6,456,932 372,068 301,047 103,391 24631 74,785 69,642 1,854,680 9,257,186




Property, Plant and Equipment (Cont'd)

Company
2000
Toll roads, Communication  Toll stations Other
structures and Safety and signalling  and ancillary Motor machinery and  Construction-
{RMB'000) operating rights Buildings  equipment  eouipment  equipment vehicles  cquipment  in-progress Total
Cost
Beginning of year 6,640,218 407,847 374,666 161,935 50,120 50,309 103,035 124,380 1,952,510
Additions 448,200 1,628 - - - 1,002 6,059 2,401 487280
Transfer of
construction-in-progress - 280 - 47492 39,554 - - (87,326} -
Disposals . - (38,434) - - - - (648) - (39,142
End of year 7,088,418 .28 374,666 208,427 89,674 91,31 108,446 61,455 8,400,658
Aceumulated depreciation
Beginning of year 288,775 42,404 109,946 24514 12,280 15,560 37185 - 530,664
Charge for the year 118,825 13 35326 18,076 6,251 8078 16,413 - 216,683
Disposals ‘ - (3866 - - - - (16¢) - (6030)
End of year 407,600 51,651 145872 42,590 18,531 23638 53434 - 143317
Net book value
End of year ‘ 6,680,818 325,610 228,794 166,837 n143 67,672 55012 61,455 1,657.341
Beginning of year 6,351,443 365443 264,720 137421 37,840 74,148 65,850 124,380 7,421,846




Property, Plant and Equipment (Cont'd)

Company
1399
Tofl roads, Communication  Toll stations Qthes
structures and Safety andsignaliing  and-ancillary Motor machinery and  Construction-

(RMB'000) aperating rights Buildings  equipment  equipment  equipment vehicles  equipment  in-progress Total
Cost
Beginning of year 6,640,218 400,737 374,652 116,563 32858 83,596 31,710 98,385 7838788
Additions - 2210 14 9,244 3,786 6,013 6,232 86,754 114,253
Transfer of

construction-in-progress - 4900 - 36,128 13476 700 5,565 (60,769) -
Disposals - - - - - - (532) - (532)
End of year 6,640,218 407‘847 374,666 161,935 50,120 90,309 103,035 124,380 7952510
Accumulated depreciation
Beginning of year 183,286 28,689 73,605 13172 8,227 8,801 2128 - 337,888
Charge far the year 105,489 13738 36,341 11342 4053 8753 15,108 - 192827
Disposals - - - - - - (51) - [51]
End of year 288,775 42,404 109,846 24514 12,280 15,560 37,185 - 530,664
Net book value
End of year 6,351,443 365,443 264720 13742 37,840 74749 65850 124380 7421846
Beginning of year 6,456,932 372,068 30047 103,391 24,631 74795 69,642 98,385 7500901

{a)  The Company's property interest in the six service areas along the Shanghai-Nanjing Expressway
and the staff quarters were valued by an asset valuer. A valuation surplus of approximately RMB
9,122,000 was recorded as buildings in the financial statements of the Group and the Company.

In 2000, the Company disposed of its staff quarters to the Company's staff at a loss of
approximately RMB 32 million, which was recorded in other operating expenses. The related
remaining balance of revaluation surplus was transferred to retained profits.




3. Property, Plant and Equipment (Cont'd)

(b)

(c)

(d)

(2)

()

The Company's property, plant and equipment as at 31st December 1996 with a net book value Of"'-..
-approximately RMB 6,242,781,000 were valued at approximately RMB 7,995,916,000 by a PRC - -
-asset valuer in preparation for the listing of the H shares of the Company. The surplus arising
-from this valuation amounting to approximately RMB1,753,135,000 was incorporated in the
‘Group's and the Company's statutory accounts. Apart from those stated in Note 3(a), the Group's
.and the Company's property, plant and equipment in the financial statements prepared in "
‘conformity with IAS, are stated at historical cost. Thus, in the Group's and the Company's
‘financial statements prepared in conformity with IAS is therefore lower than that recorded in the
‘statutory accounts. This difference will affect the results of operations of the Group and the
;Company over the useful lives of the corresponding property interests in the form of higher
‘annual and cumulative depreciation and amortization charges being reported in the statutory
‘:accounts of the Group and the Company.

iOn 27th June 1997, the Company acquired from the Highways Bureau of Jiangsu Province the
right to operate the Nanjing-Shanghai Class 2 Highway together with the land use rights in
respect thereof for a term of 15 years for a consideration of RMB 1,345,786,000.

On 28th September 1999, Guangjing Expressway and Xicheng Expressway were completed and
put into use. As at 31st December 2000, the certificates of land use rights in respect of the land
on which Xicheng Expressway and Guangjing Expressway are located were still being processed.

One 30th December 1999, the Company acquired from Ninglian Ningtong Management Office,
the right to operate the Nanjing Section for a term of thirty years from 1st January 2000 for a
consideration of RMB448,200,000.

Construction-in-progress

’ 2000 1999
‘ RMB'000 RMB'000
Cost of toll road, structures and facilities
and other direct costs 59,756 123,198 -
Borrowing costs capitalised - interest 3,396 1,182 i
63,152 124,380

———
prmetm————

Average capitalization rate 2% 1%

e s it
e ———e—




4. land use Rights

The Group and the Company

2000 1999

RMB'000 RMB'000
Cost
Beginning of year 1,716,088 1,716,088
Addition - -
End of year 1,716,088 1,716,088
Accumulated amortization
Beginning of year 55,084 33,966
Addition 23,527 21,118
End of year 78,611 55,084
Net book value
End of year 1,637,477 1,661,004
Beginning of year 1,661,004 1,682,122

In accordance with the “Interim Regulations of the People's Republic of China Concerning the
Assignment and Transfer of the Right to the Use of the State-Owned Land in Urban Areas”, upon the ‘\
expiration of the term of use, the right to use of the land and the ownership of the buildings and other i
attached objects on the land thereon shall be acquired by the State without compensation. ]
|
|

5. Investments in Subsidiaries

Company ;
2000 | 1999 1
RMB'000 RMB'000
i

Investments, at cost 722,500 722,500 L)
Share of post-acquisition profits 64,288 " 11,065 ‘
Amounts due from subsidiaries 1,277,370 1,277,370 |

2,064,158 2,010,835

The Company's directors are of the opinion that the underlying value of the subsidiaries was not less
than the Company's carrying amount of the subsidiaries as of year end.




Investments in Subsidiagries (Cont'd)

The amounts due from subsidiaries are unsecured, interest free and with no fixed repayment term.

Details of the Company's subsidiaries, all of which are limited liability companies, as of 31st December

2000 and 1999 were as follows:

Country of
Name of - establishment Date of Percentage of Registered and
subsidiaries and operation registration  equity interest paid-up capital Principal activities
| 2000 1999 2000 1999
RMB'000  RMB'000
Jiangsu XicHeng PRC 16th 850%  85% 600,000 600,000  Construction,
: September management and
1997 operation of expressway
Jiangsu Guangjing ~ PRC 16th 85%  85% 250,000 250,000  Construction,
‘ September management and
1997 operation of expressway

[nvestment in an Associate

i

Group and the Company

2000 1999

RMB'000 RMB'000

Investment, at cost 49,900 37,863
Share of post-acquisition profits 2,294 9,528
52,194 47390

The Company's directors are of the opinion that the underlying value of the associate was not less than
the Company's carrying amount of the assaciate as of year end.

A L




Investment in an Associate (Cont'd)

Details of the Company's associate as at 31st December 2000 and 1999 were as follows:

Country
operations Equity interest
and date of directly held
Name establishment by the Company Registered capital ~ Principal activities
2000 1999 2000 1999
RMB'000 RMB'000
Jiangsu Kuailu Bus PRC, 33.2% 332% 150,300 107,705 Provision of
Transportation Stock 21st June 1996 passenger transportation
Co., Ltd. ("Jiangsu Kuailu") service along the
(Formerly known as Shanghai-Nanjing
Jiangsu Nanjing-Shanghai Expressway

Express Bus Co., Ltd.
("Express Bus 0.}

On 29th April 1998, the Company entered into a share transfer agreement with Jiangsu Provincial
Automobile Transportation Company ("JPATC", one of the promoters of the Company and Express Bus
Co.). Pursuant to the agreement, the Company acquired from JPATC its 15% equity interest in Express
Bus Co. for a cash consideration of RMB 8,700,000. However, since JPATC was a party to a civil action
regarding a guarantee given by JPATC, the 15% equity interest in Express Bus Co. was frozen by the
Nanjing Intermediate People's Court (the “Court”). On 28th January 1999, the Court released the
aforesaid proceeds. Accordingly, the Company's share of the registered capital in Express Bus Co.
increased from RMB 23,200,000 to RMB 31,900,000.

Pursuant to the approval - Su Jiao Cai (1999) 58 issued by Jiangsu Communications Department,
Express Bus Co. was authorised to increase its share capital and change its name to Jiangsu Kuailu Bus
Transportation Co., Ltd. ("Kuailu Transportation”). The register capital of Kuailu Transportation increased
from RMB 58,000,000 to RMB 107,705,300.

Due to the increase in the registered capital of Kuailu Transportation, the Company contributed RMB
5,963,400 to Kuaiiu Transportation in June 1999. The Company's share of the registered capital in
Kuailu Transportation increased from RMB 31,900,000 to RMB 37,863,400. Thereafter, the Company's
equity interest in Kuailu Transportation became 33.2%.

Pursuant to the approval Shuzheng Fu {1999) 139 issued by Jiangsu Provincial Government, Kuailu
Transportation was converted into be a joint stock limited company and increased its share capital from
RMB 107,705,300 to RMB 150,300,000. Jiangsu Kuailu issued 150,300,000 shares of RMB 1 each to its
original investors based on the audited net assets as of August 31, 1999. Due to the increase in the
share capital of Jiangsu Kuailu, the Company's share of registered capital in Jiangsu Kuailu increased
from RMB 37,863,400 to RMB 49,899,600. The Company's equity interest in Jiangsu Kuailu remained
unchanged at 33.2%.




Long—term Investment

Pursuant to the agreement dated 8th April 1999 between the Jiangsu Communications Investment
Corporation and the Company, on 29th December 2000, the Company acquired from Jiangsu
Communications Holding Company Ltd. (formerly know as Jiangsu Communications Investment
Corporation)ﬁts 17.83% share of registered capital represented 381,185,660 shares in Jiangsu Yangtze
Bridge Company Limited ("Yangtze Bridge Company") for a cash consideration of RMB 472,670,218,

Details of thé Group and the Company's long term investment as at 31st December 2000 (1999: nil) was
as follows:

Country Equity interest
operations directly held
and Date of by the Registered
Name gstablishment registration Company capital Principal activities
RMB'00C
Jiangsu Yangzt Bridge PRC 1992.12.31 17.83% 2,137,248 Investment, construction,
Co,ltd. operation and
["Yangzt Bridige") management of
Jiangyin Yangzt
River Bridge

Long-term Receivable

On 25th December 1998, the Company formed a joint venture named Jiangsu Yicao Highway Co., Ltd.
("Yicao HighWay Co.") with Yixing Communications Construction and Development Co., Ltd. ("Yixing
Communications Construction Co."). The joint venture period is 10 years from 25th December 1898.

~ Yicao Highway Co. is principally engaged in the construction, operation and management of highway
linking Yixingt and Caoqiao. The registered capital of Yicao Highway Co. is RMB120 million. The

~ Company and Yixing Communications Construction Co. have contributed RMB 58,800,000 and RMB
61,200,000, répresenting 49% and 51% respectively of the registered capital of Yicao Highway Co.

Pursuant to the supplementary operating agreement dated 31st December 1998, apart from the capital
contribution of RMB58,800,000, the Company is required to provide an additional RMB 117,600,000 as a
construction loan. As at 31st December 2000, the Company had contributed an aggregate amount of
RMB 100,000,000 to Yicao Highway Co. in the form of capital and construction loan. According to the
aforesaid agreement, Yixing Communications Construction Co. is authorized by the Company to be
solely responsible for the operation and management of Yicao Highway Co. In addition, Yixing
Communications Construction Co. shall pay the Company a fixed annual investment return of 17.8%
during the operating period of Yicao Highway Co. from 1999. Yixing Investment Corporation, a

~ controlling shareholder of Yixing Communications Construction Co., has guaranteed the payment of

~ the aforesaid ivestment return. At the end of the operation period, the Company will not be entitled to
any further distribution.




:
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Long-term Receivable (Cont'd)

Pursuant to the aforesaid agreement, as at 31st December 2000, the Company is entitled to a fixed
annual investment return of approximately RMB 17,800,000, of which receipt of capital and
construction loan was RMB 6,283,200 (1999: RMRB 5,600,000) and interest income was RMB 11,516,800
(1999: 12,372,000).

Intangible Assets

Group and Company

2000 1899
RMB'000 RMB'000

Other deferred expenditure
Cost 39,406 39,406
Less: Accumulated amortisation (36,218) (28,415)

Net 3,188 10,991

Other deferred expenditure represents the development costs and electricity capacity cost related to the
construction of Shanghai-Nanjing Expressway.

Prepayments and Other Receivables

Group Company
2000 1999 2000 1999
RMB'000 RMB'000 RMB'000 RMB‘000
Interest receivable 4,498 5,080 4,498 5.080
Financial refund receivable - 119,164 - 116,407
Due from Yicao Road Co. 17,800 17972 17.800 17,872
Prepayment for materials and
equipment 3,695 1,653 3,365 1,653
Others 15,438 18,130 13,743 24,065

41,431 161,999 39,406 165177




11. Share Capital

As at 31st December 2000, the authorised, issued and fully paid share capital of the Company is
RMB 5,037,747,500 {1999: RMB 4,887,747,500) divided into 5,037,747,500 shares (1999:
4,887,747,500 shares} with a par value of RMB 1 each. State shares, state legal person shares, legal
person shares, H shares and A shares rank pari passu in all respects, except that ownership of
state-owned shares, state legal person shares and legal person shares are restricted to PRC legal
persons, while H shares can only be owned and traded by overseas investors and A shares can only
be owned and traded by PRC investors.

As of 31st December of 2000 and 1999, share capital was as follows:

2000 1999
Number of Number of

Shares Amount Shares Amount
RMB'000 RMB'000 ;
State shares 2,781,743,600 2,781,744 3,376,134,600 3,376,135 B
State legal person shares 599,471,000 599,471 3,000,000 3,000 "
Legal person shares 284,532,900 284,533 286,612,900 286,613 ..‘:5
H shares - 1,222,000,000 1,222,000 1,222,000,000 1,222,000 1
Ashares | 150,000,000 150,000 - - f <

Total .5,037,747,500 5,037,748 4,887,747,500 4,887,748

(a)  On 23rd June 1997, the Company issued 1,222,000,000 H shares which were listed on The Stock
Exchange of Hong Kong Limited on 27th June 1997 with a par value of RMB 1 each at an issue
price of HKD3.11 (RMB3.33) per share.

{6} On 22nd December 2000, the Company obtained approval from the China Securities Regulatory
Comfmission, and issued 150,000,000 A shares of par value of RMB 1 each to domestic public
investors at an issue price of RMB 4.20. The total proceeds from the issuance of A shares, net of
expenses related to the listing of the shares amounted to RMB 614,500,000. The A shares were
subsequently listed on the Shanghai Stock Exchange on 16th January 2001,




12. Reserves

(a)

Share Premium

Share premium represents premium arising from issuance of legal person shares, proceeds from
the issuance of H shares and A shares in excess of their par value, net of expenses relating to the
listing of the shares such as underwriting commissions, fees for professional advisors and
promotional expenses, and also premium arising from the capitalisation of shareholder's loan and
advances and land use rights.

Revaluation Surplus

The valuation surplus arising from the valuation of the Company's property interests in six service
areas along Shanghai-Nanjing Expressway and staff dormitory facilities resulting from the
valuation carried out by the international asset valuer (Note 3(a)) is recorded as revaluation
surplus. Each year, the Group and the Company transfers an amount equal to the difference
between the depreciation based on the revalued fixed assets and that based on the historical cost
of those assets, net of related deferred tax, from the revaluation surplus to retained profit.

As the Company disposed its staff quarters to the Company's staffs in 2000, the related deferred
taxation and revaluation surplus reserve have been transferred to the profit and loss account and
retained profits accordingly.

Statutory reserves

According to the articles of association of the Company, when distributing the net profit of each
year, the Company shall set aside 10% of its net profit after tax (based on the Company's local
statutory accounts) for the statutory surplus reserve fund ("SSRF'} {except where the reserve
balance has reached 50% of the Company's paid-up share capital), and for the statutory public
welfare fund ("SPWF") at a percentage determined by the directors. The statutory surplus reserve
can be utilised to offset prior years' losses or to increase capital. However, such statutory surplus

_reserve must be maintained at a minimum of 25 per cent. of share capital after such usage. These

reserves cannot be used for purposes other than those for which they are created and are not
distributable as cash dividends.

The directors have resolved that the statutory public welfare fund is to be utilized to build or
acquire capital items, such as dormitories and other facilities for the Company's employees, and
cannot be used to pay for staff welfare expenses. Title to these capital items will remain with the
Company.

For the year ended December 31, 2000, the directors proposed appropriations of 10% and 5%
{1999: 10% and 5%) of net profit after tax, determined under PRC accounting standards,
approximately RMB 69,088,000 and 34,544,000 (1999: RMB 60,521,000 and 30,261,000), to the
statutory surplus reserve fund and statutory public welfare fund respectively.




12. Reservés(Confd

(d)  According to the Articles of Association of the Company, the reserve available for distribution is
the lower of the amount determined under the PRC accounting standards and the amount
determined under IAS. As of December 31, 2000, the reserve available for distribution was
approximately RMB 939,556,000 (1999: RMB 751,932,000).

Ana[ysis of the appropriations to SSR and SPWF in the Statutory Accounts and the financial
statements prepared under IAS is as follows:

Financial statements

Statutory Accounts under (AS

2000 1998 2000 1999

(‘o00) {'000) ('000) (‘o00)

Net profit for the year 691,487 604,868 688,306 630,683

Transfer to SSR (75,229) (61,776) (69,088) {60,521)

Transfer to SPWF . (37,614) {30,888) {34,544) (30,281)
Transfer of valuation surplus to

iretained profits - - 5,518 198
Distributable profit attributable to

shareholders 578,644 512,204 590,192 540,099

Retained profits, beginning of year 360,912 239,728 824,775 577,941

Total distributable profit 939,556 751,932 1,414,967 1,118,040

Dividends {(453,397) {391,020 (391,020) (293,265)

Retained profit, end of year 486,159 360912 - 1,023,947 824,775

13. Loans

Group and Company
(a)  Short-term bank lcan

Short-term bank loans are repayable within one year with interest charged at the prevailing
market rates based on the rates quoted by the Pecple’s Bank of China. The interest rates related
to loans outstanding as at 31st December 2000 ranged between 5.58% and 5.85% per annum.
(1999: 5.31% to 5.85%)




13. Loans (Cont'd)
(o)  Long-term bank loans

All long-term bank loans were unsecured and comprised:

Interest rate 2000 1999
RMB'000 RMB'000
* Long-term bank loans 1% per annum 26,064 22,302
- USD denominated (1999: 1%)
Spain Government
Loans with maturities
2007 - 2026 u
- USD denominated B.77% per annum 20,659 24,097 o
buyer's credit loans with ~ (1999: 6.779%) 0
maturities 2001 -
2006 il
Less: Amount repayable ’
within one year (3.437) (3,438) it
Long-term portion 43,286 42,961

The Group and the Company had aggregate banking facilities of approximately United States Dollar
{"USD"] 8,800,000 (RMB equivalent 81,140,000 to finance the purchase of imparted equipment and
technology. Unused facilities as at 31st December 2000 amounted to approximately USD 3,741,000
(RMB equivalent 30,979,000) (1999: USD 4,196,000, RMB equivalent 34,741,000). These facilities
were guaranteed by Jiangsu Communications Holding Company Ltd..

(c) Long-term bank loans are repayabie in the following periods:

2000 1999

RMB'000 RMB'000
3 Amount repayable within a period

& . - not exceeding one year 3.437 3,438

- more than one year but not exceeding two years 3,437 3,437

- more than two years but not exceeding five years 10,311, 10,312

- more than five years 29,538 29,212

46,723 46,399

Less: current portion of long-term bank loans (3.437) {3,438) ‘
43,286 42,961




13. Loans (Cont'd)
(d)  Long-term debentures payable

All'long-term debentures payable were unsecured, guaranteed by an unrelated party, bore fixed
interest rates of 11% per annum and was repaid in April 2000.

14, Deferréd Taxation

The Combany recognised a deferred tax liability arising from valuation surplus of the Company's
property interests. According to IAS 12, the deferred tax liability of approximately RMB 3,011,000
relating to this temporary difference has been recognised with a corresponding adjustment to
revaluation surplus reserve where the difference was originally reflected.

As the Company disposed of its staff quarters to the Company's staff in 2000, the related deferred taxation
and revaluation surplus reserve were transferred to the income statement and retained profits accordingly.

Movemeﬁts in deferred taxation were as follows:

2000 1999
RMB'000 RMB'000
Balance as at beginning of year 2,718 2,816
Transfer to income statement (2,718) (98)
| — e —
Balance as at end of year - 2,718
15. Revenue

2000 1999
RMB'000 RMB'000

Revenue
- Toll income 1,381,696 1,138,385
- Sales of petrol 148,288 96,540
- Advertising income 11,148 9,904
- Emergency assistance income 16,592 7131
- Sales of food and beverage 61,913 45,144
1,619,637 1,297,104
Less: Tax Helated to revenue (76,685} (63,180)
Revenue, net 1,542,952 1,233.924




15.

16.

Revenue (Cont'd)

Tax related to revenue comprises Business Tax ("BT") and other ancillary taxes. The Company and its
subsidiaries are subject to BT at the rate of 5% of toll income, emergency assistance income, advertising
income and sales of food and beverage.

{n addition to BT, the Company and its subsidiaries are subject to the following types of taxes refated to
revenue:

- City Development Tax, levied at 7% of BT and het VAT,
- Education Supplementary Tax, levied at 4% of BT and net VAT

The Company and its subsidiaries are also subject to Value-added Tax ("VAT") on sales of petrol, which is
charged at a general rate of 17%. An input credit is available whereby VAT previously paid on purchases
of petrol or other materials can be used to offset against the VAT on sales of petrol or other materials
to arrive at the net VAT payable to relevant government authorities.

Finance Cost

2000 1999

RMB'000 RMB'000

Interest income (26,536) {39,351)
Interest expense:

- Bank loans 43,705 32,376

- Debentures 5,500 22,000

Less: amounts capitalised in construction-in- progress (2,214} (1,182)

20,455 13,843




17. Profit befort Taxation and Minority Interests

(a) Profit before taxation and minority interests in the consolidated income statements was arrived
at after (crediting) charging the following items:

2000 1999
RMB'000 RMB'000
After crediting:
Gain on disposal of short-term investment (13,360) -
Interest income
- Bank deposits (15,019) (26,979)
- Long-term receivable (11,517) (12,372)
(26,536) {39,351}
After charging:
Interest expenses
- on bank loans 43,705 32,376
- on debentures 5,500 22,000
i 49,205 54376
Less: Amounts capitalised in construction-in-progress (2,214 (1,182)
Finance cost 46,991 53,194
Staff costs
- salaries and wages 65,638 43,199
- provision for staff and workers' bonus
and welfare fund 8,975 9,465
- contribution to pension scheme (Note 2(q)) 9,692 4059
Depreciation of property, plant and equipment 244,825 199,845
Amortization of land use rights 23,527 21,118
Amortization of intangible assets 7.803 8,262 1
Provision for bad and doubtful debts 433 -
Foreign exchange loss - 765 N
Auditor's remuneration 1,250 1,250 ' ?
Loss én disposal of staff quarters 31,866 - E

{o)  Sale éf staff quarters

Pursuant to the “Implementation Scheme for Selling Staff Quarters of the Jiangsu Province”, the
Compjany disposed of its staff quarters to the Company's staff in 2000. A loss of approximately
RMB 32 million was recognized in the current year income statement.




18. Directors' Supervisors' and Senior Executives’ Emoluments

(a)  Details of directors' and supervisors' emoluments were:

2000 1999

RMB’'000 RMB'000

Fees for executive directors 1,120 840

Fees for non-executive directors 220 -

Fees for supervisors 570 370
Other emoluments for executive directors

- Basic salaries and allowances 220 -

- Bonus - -

Other emoluments for non-executive directors - -

Other emoluments for supervisors - -

2,130 1,210
No directors and supervisors waived any emoluments during each of the two years ended 31st
December 2000 and 1999.

{c)  Details of emoluments paid to the five highest paid individuals (including directors, supervisors
and employees) were:

2000 1999

RMB'000 RMB'000

Basic salaries and allowances 650 480
Bonus - -
650 480

Number of directors 4 5
Number of supervisors 1 -
Number of senior executives C - -
5 5

All five highest paid individuals were directors and supervisor of the Company, their emoluments
have been included in Note 18(a). The emoluments paid to each of the five highest paid
individuals during the years ended 31st December 2000 and 1999 were less than RMB1,000,000.
During the year ended 31st December 31, 2000, no emoluments were paid to the five highest
paid individuals as an inducement to join the Company or as compensation for loss of office.




18.

Income Tax Expense

Taxation in the consolidated income statements comprised:

2000 1999
RMB'000 RMB'000

Taxation
- current 248,353 229,729
- financial refunds (122,627) (148,193)
125,726 81,536
Deferred taxation (2,718) (98)
‘ 123,008 81,438
Share of income tax of a associate company 2,152 2,394

125,160

83,832




19. Income Tax Expense (Cont'd)

The reconciliation between current tax expense and the product of profit before taxation and minarity
interests in the accompanying financial statements multiplied by the applicable tax rate is as follows:

2000

Shanghai-
Nanjing Jiangsu  Nanjing-
Expressway Xicheng and  Shanghai
and Nanjing Jiangsu Class 2

Section Guangjing Highway An Associate Total b

i

Profit before taxation and ‘ j
minority interests in the L
accompanying financial L
statements 600,421 73,679 138,960 11,458 824,518 :
Applicable tax rate 150% - - 33% ~ ‘

Tax at the applicable 90,063 - - 3,781 93,844 i

Tax effect of income that are i :
not assessable in |
determining taxable profit {2,853) -

Tax effect of expenses not
deductible in determining

(1,629) (4,482)

taxable profit 3,600 - - - 3,600
Financial refunds not
accrued for 11,723 - 21,958 - 33,681

different tax rates (1,483) - - - (1,483)

o

Effect of deferred taxation on |
; o
|

Tax expense in respect of
current year 101,050 - 21,958 2,152 125,160




19. Income Tax Expense (Cont'd)

1999
Shanghai-
Nanjing Jiangsu Nanjing-
Expressway Xicheng and Shanghai An
and Nanjing Jiangsu Class 2 Associated
Section  Guangjing Highway  Company Total
Profit before taxation and
minority interests in the
accompanying financial
statements 540,330 15,315 152,580 8,243- 716,468
Applicable tax rate 15% 15% - 33% -
Tax at the applicable tax rate 81,050 2,297 - 2,720 86,067

Tax effect of income not

assessable in determining

taxable profit (1,8586), - - {326) (2,182)
Tax effect of expenses not

deductible in determining

taxable profit - - - - -
Effect of deferred taxation on

different tax rates {53) - - - (53)

Tax expense in respect of
current year 79,141 2,297 - 2,394 83,832

Aggreg}ate current and deferred tax relating to items charged or credited to equity:

2000 1999
Deferred tax refating to revaluation of buildings (2.718) (98)

The Company and its subsidiaries are subject to EIT levied at a rate of 33% of taxable income based on
its audited accounts prepared in accordance with the laws and regulations in the PRC.

Pursuant to relevant documents issued by the Finance Department of Jiangsu Province (the “Jiangsu
Finance Department"}, the Company was granted financial refunds equal to 18% of its taxable income
in respect of EIT paid on the income generated from the operations of the Shanghai-Nanjing
Expressway. ‘

o




19.

20.

Income Tax Expense (Cont'd)

Pursuant to the relevant documents mentioned above, income generated from the operations of the
Nanjing-Shanghai Class 2 Highway was granted financial refunds equal to 33% of its taxable income in
respect of EIT.

Pursuant to relevant documents issued by the liangsu Finance Department, Jiangsu Xicheng and
Jiangsu Guangjing were granted financial refunds equial to 18% of its taxable incame in respect of EIT.

Pursuant to Cai Shui [2000]N0.99 issued in October 2000, the above preferential tax treatment would
remain effective until 31st December 2001.

Pursuant to Cai Shui [1994]No.1 issued by State Tax Bureau in 1994, and confirmed by Jiangsu
Provincial Tax Bureau, Jiangsu Xicheng and Jiangsu Guangjing were entitled to full exemption from EIT
for 2000 and a 50% reduction in EIT for 2001.

There were no Hong Kong profits tax liabilities as the Group did not earn any income assessable to
Hong Kong profits tax.

Dividends

2000 1999

Dividends declared before year end
- Interim - -
- Final, RMB 0.08 (1999: RMB 0.06) per share 391,020 : 293,265
391,020 293,265

Dividends proposed after year end,
RMB 0.09 (Note 28) 453,397 391,020
844,417 _ 684,285

In accordance with the articles of association of the Company, the Company decfares dividends based
on the lesser of the unappropriated profit reported in the statutory accounts and that reported in the
financial statements prepared in accordance with IAS (Note 12(d)).

The dividends for 2000 of approximately RMB 0.09 per share were proposed by board of directors on
11th April 2001, and are subject to approval by shareholders.




21. Earnings Per Share

The calculation of basic earnings per share is based on the net profit for the period attributable to ordinary
shareholders of RMB 688,306,000 {1999: R.MB 630,683,000, divided by the weighted average number of
ordinary shares outstanding during the year of 4,891,436,025 shares (1999: 4,887,747,500 shares).

The diluted garning per share was not calculated because no potential shares existed.

22. Cash Generated from Operations

i‘ ‘
(a)  Reconciliation from profit before tax and extraordinary item to cash generated from operations:

2000 1999
CASH FLOWS FROM OPERATING
ACTIVITIES:
+ Profit before taxation 824,518 716,468
~ Adjustments for:
Provision for bad debts 433 -
Depreciation of property, plant and
equipment and amortization of
intangible assets 252,628 208,107
Amortization of land use rights 23,527 21,118
Loss on disposal of fixed assets 35,112 391
Share of profit from an associate (11,457) (8,243)
Interest income (26,536) (39,351)
Interest expenses 46,991 53,194
! Operating profit before working capital
changes 1,145,216 951,684
Decrease (increase] in 3
prepayments and other receivables 131,552 (15,718) i
Increase in due from a related party (800) - ¥
{Increase) decrease in inventories
and supplies (1,802) 10,521
Increase (decrease) in due to
a related party 3,185 (3,000)
{Decrease) increase in taxes
payable, other payables and accruals (136,680) 46,156
- Cash generated from operations 1,140,671 989,645
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22. Cash Generated from Operations (Cont'd)

(o) Purchase of property, plant and equipment

2000 1999

Increase in property, plant and
equipment 491,592 857,968
Add: Payables for purchase of property,
plant and equipment, beginning of
year 176,142 125,636
Due to a related party for
purchase of property, plant and

equipment, beginning of year 373 7,342 !
Less: Payables for purchase of property, E
plant and equipment, end of year {167,031) (176,142)

Due to a related party for
purchase of property, plant and
equipment, end of year - (373)

Cash paid for acquisition of property,
plant and equipment 501,076 814,431

(¢)  Analysis of the balances of cash and cash equivalents

2000 1999
Cash on hand 257 115 [
Fixed deposits 288,813 205,141 J
Saving deposits 681,923 743,505

970,993 948,761




23. Related Party Transactions

|
Parties are considered to be refated if one party has the ability, directly or indirectly, to control the other
party, or exercise significant influence over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common control or common significant
influence.:

(a)  Name of related party and relationship

Name Relationship with the Company
Jiangsu Communications Department Previous ultimate controlling
shareholder of the Company
Jiangsu Communications Holding The ultimate parent company
Company Ltd.
Wuxi Expressway Command Office A subordinated entity of Jiangsu
Communications Department
Taizhou Guangjing Expressway A subordinated entity of Jiangsu
Command Office Communications Department
Ninglian Ningtong Management Office A subordinated entity of Jiangsu
("Ninglian Management Office”) Communications Department

Jiangsu Kuailu An associate of the Company

(o)  Related party transactions

Aparlt from those disclosed in Notes 6, 8 and 13, the Group and the Company had the following
significant related party transactions during the year ended 31st December 2000:

(i) | Jiangsu Communications Holding Company Ltd.

The Group and the Company had aggregate banking facilities of approximately USD

© 9,800,000 (RMB equivalent 81,140,000) to finance the purchase of imported equipment
and technology. Unused facilities as at 31st December 2000 amounted to approximately
- USD 3,741,000 (RMB equivalent 30,979,000) (1999: USD 4,196,000, RMB equivalent

' 34,741,000). These facilities were guaranteed by Jiangsu Communications Holding

' Company Ltd..

Pursuant to the agreement between the Jiangsu Communications Investment Corporation
“and the Company, on 29th December 2000, the Company acquired from Juangsu
Communications Holding Company Ltd. (formerly known as Jiangsu Communications
Investment Corporation) 17.83% share of registered capital represented 381,185,660 shares
i Jiangsu Yangtze Bridge Company Limited ("Yangtze Bridge Company”) for a cash
iconsideration of RMB 472,670,218,

\




23. Related Party Transactions (Cont'd)

(i1

(i)

Jiangsu Communications Department

As at 31st December 2000, the Company had contributed approximately RMB 32,400,000
to an office building development project known as "Jiangsu Communications Building”
which is controlled by the Jiangsu Communications Department. Jiangsu Communications
Building Construction Office (a subordinated entity of Jiangsu Communications
Deportment) is responsible far the construction of Jiangsu Communications Building. The
development was completed in early 1398. In 1998, the Company has taken up certain
floors in Jiangsu Communications Building for its own use as offices in return for its
contribution. Title to these floors had not yet been transferred to the Company as at 31st
December 2000.

Wuxi Expressway Command Office and Taizhou Guangjing Expressway Command Office
Pursuant to the main contractor's contracts entered into between Jiangsu Xicheng and
Jiangsu Guangjing with Wuxi Expressway Command Office and Taizhou Guangjing
Expressway Command Office respectively, the contractors have undertaken the
construction of the Xicheng Expressway and Guangjing Expressway at a fixed cost of RMB
1,750,000,000 and RMB 750,000,000 respectively. Jiangsu Xicheng and Jiangsu Guangjing
commenced operation on 28th September 1999,

Ninglian Management Office

On 8th April 1999 the Company entered into a service contract with Ninglian Management
Office in respect of the daily operation of Nanjing Section. Pursuant to the service contract,
Ninglian Management Office is responsible for, and provide the necessary labor and
equipment to carry out toll collection and daily maintenance and repair of the Nanjing
Section effective from 1st January 2000 for a term of thirty years. In return, the Company
pays Ninglian Management Office a service charge at a fixed rate of 17% of the total toll
collected per annum. For the year ended 31st December 2000, the service charge payable
to Ninglian Management Office was approximately RMB 9,187,000.

Related party balances

As at 31st As at 31st

December December

2000 1999

RMB'000 RMB'000

Advances to Ninglian Management Office 800 -

Payable to Jiangsu Communications

Building Construction Office - (373)
Service fee payable to Ninglian

Management Office (3.185) -




24. Financial Instruments

(a)

(b)

()

Fair values

The following methods and assumptions were used to estimate the fair value of each major class
of the'Group's financial instruments for which it is practicable to estimate that vaiue:

(i) 1Cash and cash equivalents

The carrying amount approximates fair value because these assets either carry a current |
rate of interest or have a short period of time between the origination of the cash deposits
and their expected maturity.

(i) Prepayments and other receivables, payables on construction projects, provision for taxes
and other payables

The carrying amount of prepayments and other receivables, payables on construction
projects, provision for taxes and other payables approximates fair value because these are
subject to normal trade credit terms,

(iii)  Balances with related parties

No disclosure of fair values is made for balances with related parties as it is not practicable
to determine their fair values with sufficient reliability since these balances are non-
interest bearing and have no fixed repayment terms.

(iv)  Long-term receivable

As of 31st December 2000, the carrying amount of long-term receivable approximates fair
value based on current market interest rates for comparable instruments.

(v} Borrowings

As of 31st December 2000, the carrying amount of borrowings approximates fair value
based on current market interest rates for comparable instruments.

Credit risk
The carrying amounts of cash and cash equivalents, trade receivables, other current assets and
long-term receivable represent the Group's maximum exposure to credit risk in relation to

financial assets. No other financial assets carry a significant exposure to credit risk. The Group has
no significant concentration of eredit risk.

Interest rate risk

The intérest rates and terms of repayments of long-term receivable, short-term and long-term
bank borrowings are disciosed in Note 8, Note 13(a) and Note 13(b).




25. Commitments

The Group and the Company had capital expenditure commitments of approximately RMB 28,000,000
{which had been contracted but not provided for), mainly to upgrade the present communications,
surveillance and control and toll collection system for the Shanghai-Nanjing Expressway.

26. Impact of IAS Adjustments on Profit after-Tax and Minority Interests/
Shareholders' Equity

The Group has prepared a separate set of statutory accounts in accordance with PRC laws and financial
regulations ("PRC GAAP"). Differences between PRC GAAP and IAS resulted in differences in the
reparted balances of shareholders' equity and profit after taxation and minarity interests of the Group
which are summarised and explained as follows:

Profit after taxation and
minority interests for the

year ended 31st Shareholders' equity as at
December 31st December
2000 1999 2000 1999
RMB'000 RMB'000 RMB'000 RMB'000
As originally reported in
statutory accounts 691,317 605,214 13,343,475 12,491,055
Effect of change in accounting
policy in statutory accounts 170 (346) (433) (603)
As restated in statutory accounts 691,487 604,868 13,343,042 12,490,452

IAS adjustment:
- Reversal of impact of
change in accounting policy
under statutory accounts (603) 346 - 603
- Valuation, depreciation and
amortization of property,

plant and equipment 26,570 25371 (1,648,882) (1,675452)
- Loss on disposal of staff

guarters (31,866) - (31,866) -
- Deferred taxation 2,718 98 - {2,718)
- Dividends proposed in

subsequent period - - 453,397 391,020

688,306 630,683 12,115,691 11,203,905




27. Subse@uent Events

28.

29.

30.

Pursuan; to the resolution made by the Board of Directors subsequent to 31st December 2000, the
Company will propose a final dividend of RMB 0.09 per share for 2000.

Changie in Accounting Policy

During 2000, the Company changed its accounting policy with respect to the treatment of dividends
declared after the balance sheet date. To conform to the treatment in IAS 10 "Events After the Balance
Sheet Date”, the Company now discloses the dividends declared after the balance sheet date as a
subsequent events rather than recognising those dividends as a liability at the balance sheet date. This
change in accounting palicy has been accounted for retrospectively. The comparative cansclidated
financial statements have been restated to conform to the changed policy. The effect of the change is
an increase in retained profit as at 1st January 1999, 1st January 2000 and 31st December 2000 of
approximately RMB 293,265,000, RMB 391,020,000 and RMB 453,397,000.

Comparative Figures

Certain comparative's figures in the 1999 financial statements have been restated and reclassified to
conform to the current year's presentation because management believes that current year's
presentation is more appropriate to reflect the Group's financial position and operating results.

Approval of Financial Statements

The financial statements were approved by the board of directors on 11th April 2001,




DOCUMENTS AVAILABLE FOR INSPECTION

1. The accountants' report, signed by the legal representative, accountant director in charge of
accounting, and accounting director and stamped with corporate seal;

2. Tneoriginal copy of auditor's report, sealed by the public accountant and signed by a licensed
accountant;

3. The original copy of corporate documents and announcements published by the Company in newspaper
during the report period;

4. The interim reports and annual reports published by the Company.

5. Address: Secretary's office of the Company, at 27/F Jiangsu Communications Building, 69 Shigu Road,
Nanjing, the PRC.

Website: nttp://www.jsexpressway.com
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